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Rules  and  Regulations 


Title  13— BUSINESS  CREDIT 
AND  ASSISTANCE 

Chapter  I — Small  Business 
Administration 

[Rev.  2] 

part  111—  SYSTEM  OF  ACCOUNT 
CLASSIFICATIONS  FOR  SMALL  BUSI¬ 
NESS  INVESTMENT  COMPANIES 

Pursuant  to  authority  contained  in 
section  308  of  the  Small  Business  Invest¬ 
ment  Act  of  1958,  Public  Law  85-699,  72 
Stat.  694,  as  amended,  there  is  revised,  as 
set  forth  below.  Part  111  of  Subchapter 
B,  Chapter  I  of  Title  13  of  the  Code  of 
Federal  Regulations,  as  published  in  30 
F.R.  4016-4040. 

Information  and  effective  date.  On 
October  22,  1965,  notice  of  proposed  rule 
making  was  published  in  the  Federal 
Register  (30  Fit.  13486-13501)  concern¬ 
ing  the  revision  of  the  System  of  Account 
Classifications  for  Small  Business  Invest¬ 
ment  Companies  (Part  111). 

After  due  and  careful  consideration  of 
the  comments  received,  the  Administra¬ 
tion  has  determined  to  adopt  Revision  2 
of  Part  111,  set  forth  below,  as  being  in 
furtherance  of  the  best  interests  of  the 
SBIC  program. 

The  present  revision,  which  shall  be¬ 
come  effective  April  1, 1966,  incorporates 
the  text  of  the  proposals  published  on 
October  22,  1965,  except  for  the  follow¬ 
ing  changes: 

1.  Four  principal  accounts  have  been 
added  and  one  eliminated,  thus  causing 
the  final  reduction  in  the  number  of 
principal  accounts  to  be  from  172  in 
Revision  1  to  118  in  Revision  2. 

2.  The  series  of  account  numbers  for 
deposits  in  banks  has  been  changed  from 
100-102  to  100-108. 

3.  The  accounts  for  time  deposits  in 
banks,  evidenced  by  time  certificates  of 
deposit,  have  been  moved  from  the  cate¬ 
gory  of  cash  on  hand  and  in  banks  to 
the  category  of  investments  in  U.S.  Gov¬ 
ernment  securities,  insured  savings  ac¬ 
counts,  and  time  certificates  of  deposit. 

4.  The  wording  of  the  texts  of  ac¬ 
counts  Nos.  151,  Allowance  for  Uncol¬ 
lectible  Notes  and  Accounts  Receivable, 
and  171,  Allowance  for  Uncollectible 
Loans  (section  305),  has  been  amended 
to  conform  with  the  other  allowance  for 
losses  accounts  by  indicating  that  the 
accounts  will  reflect  the  best  available 
estimate  of  probable  losses  on  the  related 
assets. 

5.  A  credit  item  has  been  added  to  each 
of  the  asset  accounts  for  loans  and  debt 
securities  to  be  contra  to  debit  item  (a) 
of  the  respective  accounts  for  loans  and 
debt  securities  sold  with  recourse. 

6.  The  accounts  for  capital  stock  sub¬ 
scriptions  receivable  have  been  included 
in  the  capital  stock  category  of  accounts. 

7.  Account  No.  354,  Estimated  Income 
Taxes  Accrued,  has  been  provided  with 


subaccounts  to  permit  separate  account¬ 
ing  for  accruals  of  Federal,  State,  city, 
and  other  income  taxes.  Related  ac¬ 
counts  Nos.  720,  Income  Taxes — Net  In¬ 
come,  and  722,  Income  Taxes — Net 
Realized  Gain  on  Investments,  have  also 
been  provided  with  subaccounts  to  per¬ 
mit  separate  accounting  for  Federal, 
State,  city,  and  other  income  tax 
expenses. 

8.  Separate  accounts  provided  for  un¬ 
earned  discount,  fees,  and  other  charges 
on  loans,  and  on  debt  securities,  have 
been  moved  from  the  category  of  other 
liabilities  and  deferred  credits  to  the 
categories  for  loans  and  for  debt  secu¬ 
rities,  respectively. 

9.  Debit  item  (c)  of  account  No.  425, 
Retained  Earnings,  has  been  changed  to 
indicate  that  stock  dividends  may  be 
issued  at  a  per  share  value  representing 
the  higher  of  fair  value  or  average  paid- 
in  capital  per  share,  rather  than  at  not 
less  than  average  paid-in  capital  per 
share. 

10.  Account  No.  534,  Investigation  and 
Service  Fees  Charged  Other  Lenders, 
has  been  amended  to  include  compensa¬ 
tion  for  financial  services  rendered  in 
connection  with  participations  sold. 

11.  Debit  item  (a)  of  account  No.  579, 
Gain  on  Other  Assets,  and  credit  item 
(a)  of  account  No.  709,  Loss  on  Other 
Assets,  have  been  changed  to  indicate 
that  these  accounts  are  closed  into  the 
realized  gain  and  loss  summary  at  the 
end  of  the  fiscal  year,  rather  than  into 
the  profit  and  loss  summary. 

12.  The  title  and  text  of  account  No. 
651  have  been  changed  to  exclude  finan¬ 
cial  service  costs  from  this  operating 
account.  The  new  title  is  “Appraisal 
and  Investigation  Costs.” 

13.  Separate  accounts  for  insurance 
and  for  advertising  and  promotional 
costs,  proposed  to  be  eliminated,  have 
been  restored. 

14.  The  separate  account  for  miscel¬ 
laneous  services  and  supplies  has  been 
eliminated,  with  the  information  pre¬ 
viously  recorded  therein  now  to  be  re¬ 
flected  in  account  No.  679,  Miscellaneous 
Operating  Expenses.  The  text  of  the 
latter  account  has  been  amended  further 
to  provide  for  expenses  incurred  under 
contracts  for  management  of  the  com¬ 
pany,  and  for  dues,  subscriptions,  dona¬ 
tions,  etc. 

15.  In  the  October  22,  1965,  proposals 
the  eight  expense  accounts  providing  for 
losses  were  combined  into  one  account. 
In  this  finalized  revision,  the  following 
two  accounts  are  established:  No.  680, 
Estimated  Losses  on  Receivables,  and 
No.  682,  Estimated  Losses  on  Loans,  In¬ 
vestments,  and  Other  Assets. 

16.  A  new  nominal  asset  account  has 
been  added  to  the  Memorandum  Records 
to  reflect  undisbursed  commitments  from 
SBA. 

Dated:  December  23,  1965. 

Ross  D.  Davis, 
Executive  Administrator. 


General  Instructions 

1.  This  system  of  account  classifica¬ 
tions  for  small  business  investment  com¬ 
panies  (effective  April  1,  1966)  is  adapt¬ 
able  to  manual  or  machine  accounting 
procedures  employing  the  double-entry 
method,  and  is  otherwise  designed  to 
meet  the  specific  needs  of  companies 
licensed  in  accordance  with  the  provi¬ 
sions  of  the  Small  Business  Investment 
Act  of  1958,  as  amended. 

2.  Account  classifications  in  use  by 
companies  licensed  prior  to  issuance  of 
this  revised  system  shall  be  converted  to 
the  classifications  set  forth  herein  as  of 
April  1,  1966.  A  small  business  invest¬ 
ment  company  which  considers  that  it 
needs  one  or  more  additional  accounts 
may  submit  a  detailed  description  of  the 
proposed  account(s)  to  SBA  for  consid¬ 
eration,  and,  upon  receipt  of  written  ap¬ 
proval  thereof,  may  incorporate  such 
additional  accounts  into  its  accounting 
system. 

3.  Subdivisions  of  any  account  in  this 
system  of  account  classifications  may  be 
kept  in  the  general  ledger  without  the 
prior  approval  of  SBA,  provided  that 
such  subaccounts  do  not  impair  the  in¬ 
tegrity  of  the  accounts  set  forth  in  the 
prescribed  system.  All  such  subaccounts 
shall  refer  by  number  and  title  to  the 
accounts  of  which  they  are  subdivisions, 
and  a  description  of  such  subaccounts 
shall  be  furnished  to  SBA  promptly  upon 
their  establishment.  Use  of  a  decimal 
system  is  required  for  extending  the 
account  numbers  to  identify  such  sub¬ 
accounts. 

4.  This  account  classifications  system 
provides  for  two-digit  number  designa¬ 
tions  for  major  categories  under  which 
accounts  are  listed,  and  three-digit  num¬ 
ber  designations  for  individual  general 
ledger  accounts.  The  first  two  digits  of 
an  individual  account  number  refer  to 
the  major  category  under  which  the  ac¬ 
count  is  classified  and  the  third  digit 
identifies  the  specific  account.  Digits 
from  zero  through  nine  are  used  to  iden¬ 
tify  specific  accounts.  For  example,  the 
first  deposit  bank  account  established 
will  be  designated  “100”  and  the  second 
“101.”  It  will  be  noted  that  some  cate¬ 
gories  encompass  individual  accounts  in 
sufficient  number  to  require  assignment 
of  more  than  one  two-digit  number  to 
identify  the  category.  For  example, 
“Cash  on  Hand  and  in  Banks”  has  been 
assigned  category  numbers  “10,”  “11,” 
and  “12.” 

5.  Books  of  account  shall  be  main¬ 
tained  on  an  accrual  basis  and,  at  the 
end  of  each  month,  all  transactions  and 
accruals  applicable  to  the  month,  as 
nearly  as  may  be  ascertained,  shall  be 
entered  in  the  books. 

6.  It  is  very  important  that  co.  uplete 
and  accurate  records  of  all  nominal 
assets  and  contingent  liabilities  be  main¬ 
tained.  This  is  especially  true  with  re¬ 
spect  to  outstanding  commitments  (1> 
to  finance  small  business  concerns 
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through  loans  to  them  or  the  acquisition 
of  their  equity  securities,  and  (2)  to  make 
funds  available  to  other  lenders  through 
deferred  participations.  A  section  pro¬ 
viding  for  the  maintenance  of  appropri¬ 
ate  memorandum  records  is  included 
herein,  covering  nominal  assets,  contin¬ 
gent  liabilities,  and  options  on  the  capi¬ 
tal  stock  of  the  small  business  investment 
company. 

7.  Each  small  business  investment  com¬ 
pany  shall  keep  its  books  of  account,  and 
all  other  books,  records,  and  memoranda 
which  support  in  any  way  the  entries  in 
its  books  of  account,  in  such  manner  as 
to  be  able  readily  to  furnish  full  infor¬ 
mation  on  any  item  included  in  any  ac¬ 
count.  The  books  and  records  referred 
to  herein  include  not  only  accounting 
records  in  a  limited  technical  sense,  but 
all  other  records,  such  as  minute  books, 
capital  stock  records,  reports,  corre¬ 
spondence,  and  memoranda  which  may 
be  useful  in  developing  the  history  of,  or 
facts  regarding,  any  transaction. 

8.  Nothing  contained  in  this  system  of 
account  classifications  can  or  is  intended 
to  authorize  or  approve  any  operation  or 
action  by  a  Licensee,  or  any  other,  not 
authorized  or  approved  by  the  Small 
Business  Investment  Act  of  1958,  as 
amended. 

ASSET  AND  VALUATION  ACCOUNTS 
10-12 — Cash  on  Hand  and  in  Banks 

100-108  Deposits  In _ _ _ bank. 

110-112  Deposits  In  Imprest  account  In 
_  bank. 

118  Cash  Items  In  process  of  collection. 

120  Petty  cash  fund. 

13 — Investments  in  V.S.  Government  Securi¬ 
ties,  Insured  Savings  Accounts,  and  Time 
Certificates  o/  Deposit 

130  U.S.  Government  obligations,  direct 

and  fully  guaranteed. 

131  Insured  savings  accounts. 

135-137  Time  deposits  In  _ _ bank. 

14-15 — Notes  and  Accounts  Receivable 

140  Notes  receivable. 

150  Accounts  receivable. 

151  Allowance  for  uncollectible  notes  and 

accounts  receivable. 

16 — Accrued  Interest  Receivable 

160  Accrued  interest  receivable. 

161  Allowance  for  uncollectible  interest 

receivable. 

17 —  Loans  to  Small  Business  Concerns 

170  Loans  (section  305). 

171  Allowance  for  uncollectible  loans  (sec¬ 

tion  305). 

173  Unearned  discount,  fees,  and  other 
charges  on  loans  (section  305). 

179  Funds  In  escrow  pending  closing  of 

financing. 

18 —  Debt  Securities  of  Small  Business 

Concerns 

180  Debt  securities,  convertible,  and  with 

stock  purchase  warrants  or  options 
(section  304). 

184  Debt  securities  divested  of  stock  rights 

(section  304). 

185  Allowance  for  losses  on  debt  securities 

(section  304) . 

187  Unearned  discount,  fees,  and  other 
charges  on  debt  securities  (section 
304). 


IB — Capital  Stock  and  Stock  Rights  of  Small 
Business  Concerns 

190  Capital  stock  of  SBCs,  convertible,  and 
with  stock  purchase  warrants  or  op¬ 
tions. 

192  Capital  stock  of  SBCs — other. 

198  Allowance  for  losses  on  capital  stock  of 
SBCs. 

196  Warrants,  options,  and  other  stock 

rights  acquired  from  SBCs. 

197  Allowance  for  losses  on  warrants,  op¬ 

tions,  and  other  stock  rights  ac¬ 
quired  from  SBCs. 

20 — Assets  Acquired  in  Liquidation  of  Loans 
and  Debt  Securities 

200  Assets  acquired  In  liquidation  of  loans 

and  debt  securities. 

201  Allowance  for  losses  on  assets  acquired 

In  liquidation  of  loans  and  debt 
securities. 

203  Accumulated  depreciation  on  assets  ac¬ 
quired  In  liquidation  of  loans  and 
debt  securities. 

22 — Prepaid  Expenses  and  Deferred  Charges 
220  Prepaid  expenses  and  deferred  charges. 

23 —  Furniture  and  Equipment 

230  Furniture  and  equipment. 

231  Accumulated  depreciation  on  furni¬ 

ture  and  equipment. 

24 —  Corporate  Premises  Owned 

240  Corporate  premises  owned. 

241  Accumulated  depreciation  on  corporate 

premises  owned. 

242  Leasehold  Improvements. 

25 — Other  Assets 

255  Amounts  due  from  directors,  officers, 

and  employees. 

256  Organization  costs. 

257  Other  assets. 

LIABILITY  ACCOUNTS 

30 —  Notes  and  Other  Obligations  Payable  to 

SBA  for  Funds  Borrowed 

300  Notes  payable  to  SBA. 

302  Debentures  payable,  subordinated,  Is¬ 
sued  to  SBA. 

31 —  Notes  and  Other  Obligations  Payable  to 
Other  than  SBA  for  Funds  Borrowed 

310  Loans  sold  with  recourse. 

312  Debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options 
sold  with  recourse. 

314  Debt  securities  divested  of  stock  rights 

sold  with  recourse. 

315  Notes  payable  to  other  than  SBA — 

guaranteed  by  SBA. 

316  Notes  payable  to  other  than  SBA — not 

guaranteed  by  SBA. 

317  Mortgages  payable  for  funds  borrowed. 

318  Mortgages  payable  on  assets  acquired 

In  liquidation  of  loans  and  debt  se¬ 
curities. 

32 — Notes  Payable — Other 
320  Notes  payable — other. 

34 — Accounts  Payable 
340  Accounts  payable. 

35 — Accrued  Expenses  Payable 

350  Accrued  Interest  payable. 

351  Accrued  taxes  on  payroll. 

354  Estimated  Income  taxes  accrued. 

358  Other  accrued  expenses. 

.  36 — Dividends  Payable 

360-364  Dividends  payable  on _ _ 

(Type  and  class) 
_ capital  stock. 


37 — Deposit  Liabilities 

370  Employee  taxes  withheld. 

374  Unapplied  receipts. 

378  Miscellaneous  trust  receipts. 

38 — Other  Liabilities  and  Deferred  Credits 

381  Other  liabilities. 

383  Other  deferred  credits. 

CAPITAL  STOCK  AND  SURPLUS  ACCOUNTS 

40—41 — Capital  Stock 


400-404  _ capital  stock  au- 

-  (Type  and  class) 
thorized. 

405-409  _ _ unissued  capital 

(Type  and  class) 
stock. 

410-411  _ capital  stock  sub- 


(Type  and  class) 
scribed. 

413-414  Capital  stock  subscriptions  receiv¬ 
able  _ 

(Type  and  class) 

415-419  Treasury  stock  _ 

(Type  and  class) 

42 — Surplus 

420  Paid-In  surplus. 

425  Retained  earnings. 

427  Appropriated  retained  earnings. 

429  Profit  and  loss  summary. 

430  Realized  gain  and  loss  summary. 

INCOME  ACCOUNTS 

50 — Commitment  Income 
500  Commitment  income. 

51-52 — Interest  Income 

504  Interest  on  Invested  idle  funds. 

512  Interest  on  loans. 

516  Interest  on  debt  securities. 

520  Interest  Income — other. 

53 — Fee  Income 

532  Management  consulting  service  fees. 

534  Investigation  and  service  fees  charged 
other  lenders. 

536  Application  and  appraisal  fees. 

54 — Dividends  and  Other  Earnings 

540  Dividends  on  capital  stock  of  SBCs. 

541  Sharings  In  Income  of  SBCs. 

67 — Gain  on  Securities  and  Other  Assets 

\ 

670  Gain  on  U.S.  Government  securities. 

672  Gain  on  debt  securities  (section  304). 

576  Gain  on  capital  stock  of  SBCs. 

577  Gain  on  warrants,  options,  and  other 

stock  rights  acquired  from  SBCs. 

578  Gain  on  assets  acquired  In  liquidation 

of  loans  and  debt  securities. 

679  Gain  on  other  assets. 

58 — Miscellaneous  Income 

582  Income  from  assets  acquired  In  liquida¬ 
tion  of  loans  and  debt  securities. 

584  Other  Income. 

EXPENSE  ACCOUNTS 

60 — Commitment  Expense 
600  Commitment  expense. 

61-62 — Interest  Expense 

610  Interest  on  obligations  payable  to  SBA. 
622  Interest  on  obligations  payable  to  other 
than  SBA. 

64 — Stock  Record  and  Other  Financial  Ex- 
'  penses 

642  Stock  record  and  other  financial  ex¬ 
penses. 
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65-67 — Operating  Expenses 

650-679  Operating  expenses. 

650  Advertising  and  promotional  costs. 

651  Appraisal  and  investigation  costs. 

652  Auditing  and  examination  costs. 

653  Communications. 

654  Cost  of  space  occupied. 

655  Depreciation  of  corporate  premises 

owned,  furniture,  and  equipment. 

657  Directors’  and  stockholders'  meetings 

costs. 

658  Insurance. 

660  Investment  adviser  costs. 

661  Legal  services. 

663  Salaries. 

664  Taxes,  excluding  income  taxes. 

665  Travel. 

670  Employee  benefits  expense. 

672  Organization  expense. 

679  Miscellaneous  operating  expenses. 

68 — Estimated  Losses  on  Receivables,  Invest¬ 
ments,  and  Other  Assets 

680  Estimated  losses  on  receivables. 

682  Estimated  losses  on  loans,  Investments, 
and  other  assets. 

70 — Loss  on  Securities  and  Other  Assets 

700  Loss  on  U.S.  Government  securities. 

702  Loss  on  debt  securities  (section  304) . 

706  Loss  on  capital  stock  of  SBCs. 

707  Loss  on  warrants,  options,  and  other 

stock  rights  acquired  from  SBCs. 

708  Loss  on  assets  acquired  in  liquidation 

of  loans  and  debt  securities. 

709  Loss  on  other  assets. 

71 — Miscellaneous  Expenses 

710  Expense  on  assets  acquired  in  liquida¬ 

tion  of  loans  and  debt  securities. 

715  Other  expenses. 

72 — Income  Taxes 

720  Income  taxes — net  income. 

722  Income  taxes — net  realized  gain  on  in¬ 
vestments. 

MEMORANDUM  RECORDS 

Nominal  Assets 

NA-10  Stock  purchase  warrants  or  options 
on  stock  of  SBC’s. 

NA-12  Undisbursed  commitment  from  SBA. 
Contingent  Liabilities 

CL-16  Commitments  outstanding. 

CL-17  Other  contingent  liabilities. 

Options  on  Company’s  Stock 
OCS-1  Options  on  company’s  stock. 

ASSET  AND  VALUATION  ACCOUNTS 

100—108  Deposits  in _ bank. 

These  accounts  will  represent  funds  on 
demand  deposit  in  banks  which  are 
members  of  the  Federal  Deposit  Insur¬ 
ance  Corporation. 

Debit:  (a)  With  amount  of  funds 
deposited. 

Credit:  (a)  With  amount  of  funds 
withdrawn,  and  charges  made  by  bank 
for  such  items  as  dishonored  checks, 
transfer  of  funds  by  wire,  collection,  ex¬ 
change,  etc. 

110—112  Deposits  in  imprest  account  in 
_ bank. 

These  accounts  will  represent  funds  on 
demand  deposit  in  imprest  bank  accounts 
to  be  drawn  upon  for  the  payment  of 
operating  expenses  and  to  be  reimbursed 
periodically  through  deposit  therein  of 
a  check  requiring  dual  signatures  and 
drawn  on  the  company’s  general  funds 
bank  account. 


Debit:  (a)  With  amount  of  funds 
deposited. 

Credit:  (a)  With  amount  of  funds 
withdrawn. 

118  Cash  items  in  process  of  collection. 

This  account  will  represent  the  amount 
of  cash  items  placed  with  banks  for 
collection. 

Debit:  (a)  With  amount  of  such  items 
placed  with  banks  for  collection. 

Credit: 

(a)  With  amount  of  items  collected. 

(b)  With  amount  of  uncollected  items 
returned  or  withdrawn. 

120  Petty  cash  fund. 

This  account  will  represent  the  imprest 
petty  cash  fund  maintained  for  the  pur¬ 
pose  of  making  small  disbursements. 
Debit: 

(a)  With  amount  placed  in  the  fund 
when  established. 

(b)  With  amount  of  increase  in  the 
fund. 

Credit:  (a)  With  amount  of  decrease 
in  the  fund. 

Note:  The  petty  cash  fund  may  be  reim¬ 
bursed  and  expenditures  recorded  as  often 
as  circumstances  require,  but  must  be  reim¬ 
bursed  at  the  close  of  the  company’s  fiscal 
year.  Checks  to  replenish  the  fund  will  be 
drawn  on  a  general  fund  bank  account  and 
include  “petty  cash”  as  a  payee.  Debits 
totaling  the  amount  of  this  replenishment 
should  be  made  concurrently  to  the  appro¬ 
priate  accounts. 

130  U.S.  Government  obligations,  direct 
and  fully  guaranteed. 

This  account  will  represent  the  cost  of 
temporary  investments  made  from  gen¬ 
eral  cash  funds  in  direct  obligations  of 
the  U.S.  Government  and  obligations 
guaranteed  as  to  principal  and  interest 
by  the  U.S.  Government.  When  U.S. 
Savings  Bonds  redeemable  at  par  value 
on  maturity  are  purchased  at  less  than 
face  value,  the  increase  in  redemption 
value  may  be  periodically  charged  to 
this  account  with  concurrent  credit  to 
account  No.  504 — Interest  on  invested 
idle  funds. 

Debit: 

(a)  With  cost  of  such  securities  ac¬ 
quired. 

(b)  With  increase  in  redemption  value 
of  U.S.  Savings  Bonds. 

Credit: 

(a)  With  redemption  value  of  U.S. 
Savings  Bonds  redeemed. 

(b)  With  cost  of  such  securities  sold 
or  disposed  of  otherwise. 

Note:  Increase  in  value  over  cost  of  U.S. 
Treasury  bills,  which  are  Issued  at  a  dis¬ 
count  and  are  noninterest  bearing,  will  not 
be  reflected  in  this  account  but  will  be 
debited  at  the  end  of  each  month  to  account 
No.  160 — Accrued  interest  receivable,  with 
concurrent  credit  to  account  No.  504 — Inter¬ 
est  on  invested  idle  funds. 

(See  accounts  Nos.  570  and  700) 

131  Insured  savings  accounts. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  131.1,  131.2,  etc. 

131.1  Insured  savings  in _ _ 

This  account  will  represent  funds  in¬ 
vested  in  an  insured  savings  account  in 


an  institution  the  accounts  of  which  are 
insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation. 

Debit: 

(a)  With  amount  of  funds  invested. 

(b)  With  amount  of  dividends  earned 
on  such  invested  funds. 

Credit:  (a)  With  amount  of  funds 
withdrawn. 

135—137  Time  deposits  in _ bank. 

These  accounts  will  represent  funds 
on  time  deposit  in  banks  which  are  mem¬ 
bers  of  the  Federal  Deposit  Insurance 
Corporation. 

Debit:  (a)  With  amount  of  funds 
deposited. 

Credit:  (a)  With  amount  of  funds 
withdrawn. 

140  Notes  receivable. 

This  account  will  represent  the  unpaid 
balance  of  miscellaneous  notes  receivable, 
including  notes  representing  amounts 
due  from  debtors  on  sale  of  assets  ac¬ 
quired  in  liquidation  of  loans  and  debt 
securities. 

Debit:  (a)  With  amount  of  such  mis¬ 
cellaneous  notes  received. 

Credit: 

(a)  With  amount  collected  on  princi¬ 
pal  of  such  miscellaneous  notes. 

(b)  With  unpaid  principal  balance 
written  off  or  disposed  of  otherwise. 

Note:  Recording  as  Income  of  amounts 
entered  in  this  account  should  be  discon¬ 
tinued  with  respect  to  any  small  business 
concern  which  is  in  bankruptcy,  or  on  the 
verge  thereof,  or  otherwise  considered  to  be 
insolvent.  The  amounts  in  question  should 
be  credited  as  deferred  Income  in  account 
No.  383 — Other  deferred  credits,  pending  de¬ 
termination  of  the  appropriate  accounting 
In  less  serious  situations,  when  the  debtor 
small  business  concern  has  not  earned  the 
amount  of  the  receivable,  or  the  fair  value 
of  its  debt  or  equity  Instruments  held  by 
the  company,  as  determined  by  the  Board 
of  Directors,  is  less  than  cost,  or  recovery 
thereon  is  doubtful,  an  addition  to  the  allow¬ 
ance  for  uncollectible  notes  and  accounts 
receivable  should  be  made  in  an  amount 
equivalent  to  the  receivable  entered  in  this 
account,  or,  as  an  alternative,  the  receivable 
recorded  as  an  asset  should  be  concurrently 
credited  as  deferred  Income  to  account  No. 
383  as  above  indicated. 

(See  account  No.  151) 

1 50  Accounts  receivable. 

This  account  will  represent  the  amount 
due  on  open  account  for  advisory,  con¬ 
sulting,  appraisal,  and  miscellaneous 
services  rendered:  declared  dividends 
receivable  on  capital  stock  of  small  busi¬ 
ness  concerns;  amounts  receivable  rep¬ 
resenting  sharings  in  the  income  of  small 
business  concerns:  amounts  due  from 
debtors  on  sale  of  assets  acquired  in 
liquidation  of  loans  and  debt  securities; 
amounts  representing  “participating" 
companies’  portions  of  accrued  principal 
and  interest  receivable  from  financed 
small  business  concerns;  and  miscella¬ 
neous  current  receivables. 

The  account  also  will  include  the 
amount  of  accrued  compensation  receiv¬ 
able  for  services  rendered  to  “partici¬ 
pating”  companies  and  the  amount  of 
accrued  commitment  fees  receivable  fo-r 
making  funds  available  on  a  deferred 
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basis  to  small  business  concerns  and  to 
“initiating”  companies  in  connection 
with  the  latter’s  financing  of  small 
business  concerns. 

Debit:  (a)  With  amount  due  the  com¬ 
pany. 

Credit: 

(a)  With  amount  collected. 

(b)  With  amount  written  off  or  dis¬ 
posed  of  otherwise. 

Note:  Recording  as  Income  of  amounts 
entered  In  this  account  should  be  discon¬ 
tinued  with  respect  to  any  small  business 
concern  which  Is  In  bankruptcy,  or  on  the 
verge  thereof,  or  otherwise  considered  to  be 
insolvent.  The  amounts  In  question  should 
be  credited  as  deferred  Income  In  account 
No.  383 — Other  deferred  credits,  pending  de¬ 
termination  of  the  appropriate  accounting. 
In  less  serious  situations,  when  the  debtor 
small  business  concern  has  not  earned  the 
(.mount  of  the  receivable,  or  the  fair  value 
of  Its  debt  or  equity  Instruments  held  by  the 
company,  as  determined  by  the  Board  of 
Directors,  Is  less  than  cost,  or  recovery  there¬ 
on  is  doubtful,  an  addition  to  the  allowance 
for  uncollectible  notes  and  accounts  receiv¬ 
able  should  be  made  In  an  amount  equiva¬ 
lent  to  the  receivable  entered  In  this  account, 
or  as  an  alternative,  the  receivable  recorded 
as  an  asset  should  be  concurrently  credited 
as  deferred  income  to  account  No.  383  as 
above  indicated. 

(See  account  No.  151) 

151  Allowance  for  uncollectible  notes 
and  accounts  receivable. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  notes  and  accounts  receivable  and 
should  be  maintained  in  an  amount  not 
less  than  a  conservative  estimate  of  prob¬ 
able  losses.  This  valuation  reserve  will 
be  adjusted  as  occasion  demands,  so  that 
this  account  will  reflect  the  best  available 
estimate  of  probable  losses  on  notes  and 
accounts  receivable. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  notes  and  ac¬ 
counts  receivable  written  off. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 

reserve. 

(c)  With  amount  of  recoveries  on 
notes  and  accounts  receivable  written 

off. 

Note:  When  a  note  receivable  or  an  ac¬ 
count  receivable  Is  recorded  with  respect  to 
any  debtor  small  business  concern  which 
has  not  earned  the  amount  thereof,  or  the 
fair  value  of  whose  debt  or  equity  Instru¬ 
ments  held  by  the  company,  as  determined 
by  the  Board  of  Directors,  Is  less  than  cost, 
or  recovery  thereon  Is  doubtful,  an  addition 
to  the  allowance  for  uncollectible  notes  and 
accounts  receivable  reflected  In  this  account 
should  be  made  In  an  amount  equivalent  to 
the  recorded  receivable,  or,  as  an  alternative, 
the  amount  of  the  receivable  recorded  as  an 
asset  should  be  concurrently  credited  as  de¬ 
ferred  income  In  account  No.  383 — Other 
deferred  credits,  pending  determination  of 
the  appropriate  accounting. 

<See  accounts  Nos.  140,  150,  and  680) 

160  Accrued  interest  receivable. 

This  account  will  represent  the  amount 
of  interest  accrued  on  loans  to  and  debt 
securities  of  small  business  concerns, 


RULES  AND  REGULATIONS 

United  States  Government  obligations 
direct  and  fully  guaranteed,  notes  re¬ 
ceivable,  sales  contracts,  and  other  in¬ 
terest-bearing  amounts  due  from  debt¬ 
ors,  including  funds  placed  in  escrow 
pending  the  closing  of  financing. 

Debit: 

(a)  With  amount  of  accrued  interest 
purchased,  at  date  interest-bearing  ob¬ 
ligations  are  acquired. 

(b)  At  the  end  of  each  month,  with 
amount  of  interest  accrued  on  all  items 
covered  by  this  account  on  that  date. 

(c)  With  amount  of  interest  accrued 
during  the  month  on  such  items  disposed 
of  during  the  month. 

Credit: 

(a)  With  amount  of  interest  payments 
received. 

(b)  With  amount  of  accrued  interest 
transferred  to  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

(c)  Upon  disposition  of  interest-bear¬ 
ing  obligations,  with  amount  of  accrued 
interest  thereon  included  in  this  account. 

(d)  With  amount  of  accrued  interest 
written  off  or  disposed  of  otherwise. 

Note  1:  At  the  option  of  tbe  company. 
Interest  payments  received  In  cash  from 
debtors  prior  to  the  Interest  maturity  date 
may  be  credited  to  account  No.  374— Un¬ 
applied  receipts,  until  the  maturity  date. 

Note  2:  Accrual  of  interest  receivable 
should  be  discontinued  with  respect  to  any 
loan  or  debt,  security  financing  a  small  busi¬ 
ness  concern  which  Is  In  bankruptcy,  or 
on  the  verge  thereof,  or  otherwise  considered 
to  be  Insolvent,  {my  Interest  payments  re¬ 
ceived  from  such  a  debtor  should  not  be 
treated  as  Interest  Income,  but  should  be 
either  credited  as  payments  on  principal 
of  the  debt  or  credited  as  deferred  Income  in 
account  No.  383 — Other  deferred  credits, 
pending  determination  of  the  appropriate 
accounting.  In  less  serious  situations,  when 
interest  receivable  Is  accrued  under  circum¬ 
stances  In  which  the  financed  small  business 
concern  has  not  earned  the  amount  thereof, 
or  tbe  fair  value  of  the  loan  or  debt  security 
as  determined  In  good  faith  by  the  Board  of 
Directors  Is  less  than  cost,  or  recovery  thereon 
Is  doubtful,  an  addition  to  the  allowance 
for  uncollectible  Interest  receivable  should 
be  made  In  an  amount  equivalent  to  the 
accrual  of  Interest  receivable,  or,  as  an  alter¬ 
native,  the  Interest  Income  should  be  de¬ 
ferred  In  account  No.  383  as  above  Indicated. 

(See  account  No.  161) 

161  Allowance  for  uncollectible  interest 
receivable. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
of  accrued  Interest  receivable,  and 
should  be  maintained  in  an  amount  not 
less  than  a  conservative  estimate  of 
probable  losses.  This  valuation  reserve 
will  be  adjusted  as  occasion  demands, 
so  that  this  account  will  reflect  the  best 
available  estimate  of  probable  losses  of 
accrued  interest  receivable. 

Debit: 

*<a)  With  amount  of  decreases  in  such 
reserve. 

<b)  With  amount  of  accrued  interest 
receivable  written  off. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  Increases  in  such 
reserve. 
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(c)  With  amount  of  recoveries  of  ac¬ 
crued  interest  receivable  written  off. 

Note:  When  Interest  receivable  Is  accrued 
under  circumstances  In  which  the  financed 
small  business  concern  has  not  earned  the 
amount  thereof,  or  the  fair  value  of  the 
loan  or  debt  security  as  determined  In  good 
faith  by  the  Board  of  Directors  is  less  than 
cost,  or  recovery  thereon  Is  doubtful,  an 
addition  to  the  aUowance  for  uncoUectlble 
Interest  receivable  reflected  In  this  account 
should  be  made  In  an  amount  equivalent  to 
the  accrual  of  Interest  receivable,  or,  as  an 
alternative,  the  Interest  Income  should  be 
deferred  In  account  No.  383 — Other  deferred 
credits,  pending  determination  of  the  ap¬ 
propriate  accounting. 

(See  accounts  Nos.  160  and  680) 

170  Loans  (section  305). 

This  account  will  represent  the  unpaid 
principal  balance  of  loans  made  to  small 
business  concerns  pursuant  to  section 
305  of  the  Small  Business  Investment 
Act  of  1958,  as  amended. 

Debit:  __ 

(a)  With  face  amount  of  direct  loans. 

(b)  With  portion  retained  by  com¬ 
pany  of  loans  in  which  participations  are 
sold  to  others. 

(c)  With  amount  of  participations  in 
loans  of  others. 

(d)  With  unpaid  principal  of  loans 
represented  by  renewal  notes  accepted 
or  notes  taken  in  substitution  for  those 
held. 

(e)  With  reversal  of  prior  credits  when 
checks  received  representing  repayments 
are  dishonored,  etc. 

Credit: 

(a)  With  amount  collected  on  face 
amount  of  direct  loans. 

(b)  With  company’s  share  of  amount 
collected  on  principal  of  loans  in  which 
participations  are  sold  to  others. 

(c)  With  amount  by  which  participa¬ 
tions  in  loans  of  others  are  reduced  by 
repayments  transmitted  by  the  “initiat¬ 
ing”  company. 

(d)  With  amount  collected  on  principal 
of  loans  sold  with  recourse  as  reported  to 
the  company  by  the  purchaser  (contra 
debit  will  be  made  to  account  No.  310). 

(e)  With  unpaid  principal  of  loans 
represented  by  notes  renewed  or  for 
which  other  notes  have  been  substituted. 

(f )  With  amount  transferred  to  assets 
acquired  in  liquidation  of  loans  and  debt 
securities. 

(g)  With  unpaid  principal  of  loans 
written  off  or  disposed  of  otherwise. 

Note  1:  A  participation  is  defined  as  an 
undivided  interest  shared  with  one  or  more 
other  lenders  or  investors  In  a  note,  deben¬ 
ture,  certificate  of  stock,  or  other  Instrument 
evidencing  a  loan  to,  or  equity  financing  of, 
a  small  business  concern. 

Note  2 :  It  Is  assumed  that  In  all  loan  par¬ 
ticipation  arrangements  the  “Initiating” 
company  will  service  the  loans. 

Note  3:  It  Is  recommended  that  Individ¬ 
ual  loan  ledger  cards  or  sheets  be  main¬ 
tained  for  all  loans.  Such  ledger  cards  or 
sheets  should  contain  the  detailed  Informa¬ 
tion  needed  for  account  No.  173 — Unearned 
discount,  fees,  and  other  charges  on  loans 
(section  305),  and  for  activities  pertaining 
to  participations  purchased  or  sold. 

(See  accounts  Nos.  171  and  310) 
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RULES  AND  REGULATIONS 


171  Allowance  for  uncollectible  loans 
(section  305). 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  loans  (section  305)  and  should  be 
maintained  in  an  amount  not  less  than  a 
conservative  estimate  of  probable  losses. 
This  valuation  reserve  will  be  adjusted 
as  occasion  demands,  so  that  this  account 
reflects  the  best  available  estimate  of 
probable  losses  on  loans  to  small  business 
concerns. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  such  loans  writ¬ 
ten  off. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 
reserve. 

(c)  With  amount  of  recoveries  on  ‘-•ich 
loans  written  off. 

(See  accounts  Nos.  170  and  682) 

173  Unearned  discount,  fees,  and  oilier 
charges  on  loans  (section  305). 

This  account  will  represent  the  amount 
of  unearned  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
loans  made  to  small  business  concerns 
pursuant  to  section  305  of  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  a&  amended, 
and  which  is  withheld  from  disburse¬ 
ments  to  such  small  business  concerns. 
Debit: 

(a)  With  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  loans,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns,  which  becomes  earned 
through  collection  or  passage  of  time. 

(b)  With  amount  earned  of  that  por¬ 
tion  of  unearned  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
loans,  but  withheld  from  disbursements 
to  debtor  small  business  concerns,  which 
is  retained  by  the  company  in  connec¬ 
tion  with  loans  participated  in  by  other 
lenders  (the  amount  to  be  recorded  be¬ 
comes  earned  through  collection  or  pas¬ 
sage  of  time) . 

(c)  With  amount  earned  of  that  por¬ 
tion  of  unearned  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
loans,  but  withheld  from  disbursements 
to  debtor  small  business  concerns,  which 
is  assigned  to  the  company  in  connection 
with  its  participations  in  loans  of  other 
lenders  (the  amount  to  be  recorded  be¬ 
comes  earned  through  collection  or  pas¬ 
sage  of  time) . 

(d)  With  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included  in 
the  face  amount  of  loans,  but  withheld 
from  disbursements  to  debtor  small  busi¬ 
ness  concerns,  which  is  rebated  to  bor¬ 
rowers  upon  early  repayment  of  loans,  or 
is  closed  into  the  asset  account  upon  liq¬ 
uidation  of  loans  at  less  than  full  amount. 

Credit: 

(a)  With  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  loans  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns. 


(b)  With  portion  retained  by  the  com¬ 
pany  of  total  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  loans,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns,  in  connection  with 
loans  participated  in  by  other  lenders. 

(c)  With  portion  assigned  to  the  com¬ 
pany  of  total  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  loans,  but  with¬ 
held  from  disbursements  to  debtor  small 
business  concerns,  in  connection  with  its 
participations  in  loans  of  other  lenders. 

Note  1 :  A  participation  is  defined  as  an  un¬ 
divided  interest  shared  with  one  or  more 
other  lenders  or  Investors  in  a  note,  deben¬ 
ture.  certificate  of  stock,  or  other  instrument 
evidencing  a  loan  to,  or  equity  financing  of,  a 
small  business  concern. 

Note  2:  Unearned  discount  In  this  account 
will  be  transferred,  as  appropriate,  to  account 
No.  512 — Interest  on  loans,  as  it  becomes 
earned,  and  unearned  fees  and  other  charges 
will  be  transferred  to  account  No.  536 — Ap¬ 
plication  and  appraisal  fees,  under  slmUar 
circumstances. 

Not*  3:  Any  fees  and  other  charges  con¬ 
sidered  earned  immediately  upon  closing  of 
loans  will  be  recorded  in  the  Income  account 
at  once  without  first  being  entered  in  this 
account. 

Note  4:  Appropriate  subsidiary  records 
should  be  maintained  for  all  unearned 
amounts  Included  in  this  account  to  permit 
identification  of  such  amounts  with  the  par¬ 
ticular  loans  to  which  they  relate. 

179  Funds  in  escrow  pending  closing  of 
financing. 

This  account  will  represent  the 
amount  of  funds  placed  in  escrow  pend¬ 
ing  the  closing  of  financing  for  small 
business  concerns. 

Debit:  (a)  With  amount  of  funds 
placed  in  escrow. 

Credit:  (a)  With  amount  of  funds 
withdrawn  from  escrow. 

180  Debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  op¬ 
tions  (section  304). 

This  account  will  represent  the  unpaid 
principal  balance  of  small  business  con¬ 
cerns’  debt  securities,  convertible,  and 
with  attached  stock  purchase  warrants 
or  options,  acquired  by  the  company  pur¬ 
suant  to  section  304  of  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  as  amended. 
If  the  stock  purchase  warrants,  options, 
or  other  stock  rights  have  a  separate  pur¬ 
chase  cost,  or  if  a  separate  cost  has  other¬ 
wise  been  determined  for  them,  the  war¬ 
rants,  options,  or  other  stock  rights  will 
be  reflected  at  such  cost  in  account  No. 
196. 

Debit: 

(a)  With  face  amount  of  debt  securi¬ 
ties,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  acquired. 

(b)  With  portion  retained  by  com¬ 
pany  of  debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  op¬ 
tions,  in  which  participations  are  sold 
to  others. 

(c)  With  amount  of  participations  in 
purchases  by  others  of  debt  securities, 
convertible,  and  with  stock  purchase 
warrants  or  options. 

(d)  With  reversal  of  prior  credits 
when  checks  received  representing  re¬ 
payments  are  dishonored,  etc. 


Credit: 

(a)  With  amount  collected  on  face 
amount  of  debt  securities,  convertible, 
and  with  stock  purchase  warrants  or 
options. 

(b)  With  company’s  share  of  amount 
collected  on  principal  of  debt  securities, 
convertible,  and  with  stock  purchase 
warrants  or  options,  in  which  participa¬ 
tions  are  sold  to  others. 

(c)  With  amount  by  which  partici¬ 
pations  in  purchases  by  others  of  debt 
securities  convertible,  and  with  stock 
purchase  warrants  or  options,  are  re¬ 
duced  by  repayments  transmitted  by 
the  “initiating”  company. 

(d)  With  unpaid  principal  balance  of 
debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options,  sold 
with  recourse  paid  on  maturity  as  re¬ 
ported  to  the  company  by  the  purchaser 
(contra  debit  will  be  made  to  account 
No.  312). 

(e)  With  unpaid  principal  of  debt  secu¬ 
rities,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  or  portions 
thereof,  converted  into  capital  stock. 

(f)  With  unpaid  principal  of  debt 
securities,  convertible,  and  with  stock 
purchase  warrants  or  options,  which 
have  been  divested  of  stock  rights 
through  (1)  the  expiration  of  the  con¬ 
version  privilege,  (2)  the  exercise  or  the 
expiration  of  rights  conveyed  by  non- 
detachable  or  detachable  stock  purchase 
warrants  or  options,  or  (3)  the  detach¬ 
ment  of  detachable  stock  purchase  war¬ 
rants  or  options. 

(g)  With  unpaid  principal  of  debt 
securities,  convertible,  and  with  stock 
purchase  warrants  or  options,  trans¬ 
ferred  to  assets  acquired  in  liquidation 
of  loans  and  debt  securities. 

(h)  With  unpaid  principal  of  debt 
securities,  convertible,  and  with  stock 
purchase  warrants  or  options,  written  off 
or  disposed  of  otherwise. 

Note  1:  A  participation  is  defined  as  an 
undivided  interest  shared  with  one  or  more 
other  lenders  or  investors  in  a  note,  deben¬ 
ture,  certificate  of  stock,  or  other  Instrument 
evidencing  a  loan  to,  or  equity  financing  of, 
a  small  business  concern. 

Note  2:  It  is  assumed  that  in  all  arrange¬ 
ments  for  participation  in  the  purchase  of 
debt  securities,  convertible,  and  with  stock 
purchase  warrants  or  options,  the  "initi¬ 
ating”  company  will  service  the  financing. 

Note  3:  It  Is  recommended  that  individ¬ 
ual  ledger  cards  or  sheets  be  maintained  for 
all  debt  securities,  convertible,  and  with 
stock  purchase  warrants  or  options.  Such 
ledger  cards  or  sheets  should  contain  the 
detailed  information  needed  for  account  No. 
187 — Unearned  discount,  fees,  and  other 
charges  on  debt  securities  (section  304),  and 
for  activities  pertaining  to  participations 
purchased  or  sold. 

(See  accounts  Nos.  184,  185,  312,  and 
memorandum  record  No.  NA-10) 

184  Debt  securities  divested  of  stork 
rights  (section  304). 

This  account  will  represent  the  unpaid 
principal  balance  of  small  business  con¬ 
cerns’  debt  securities  which  have  been 
divested  of  stock  rights  through  (1)  the 
expiration  of  the  conversion  privilege  of 
convertible  debt  securities,  (2)  the  ex- 
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ercise  or  the  expiration  of  rights  con¬ 
veyed  by  nondetachable  or  detachable 
stock  purchase  warrants  or  options  of 
debt  securities,  or  (3)  the  detachment  of 
detachable  stock  purchase  warrants  or 
options,  obtained  in  connection  with  the 
acquisition  of  debt  securities  pursuant  to 
section  304  of  the  Small  Business  Invest¬ 
ment  Act  of  1958,  as  amended. 

Debit: 

(a)  With  unpaid  principal  of  debt  se¬ 
curities  divested  of  stock  rights  through 
( 1 )  the  expiration  of  the  conversion 
privilege,  (2)  the  exercise  or  the  expira¬ 
tion  of  rights  conveyed  by  nondetachable 
or  detachable  stock  purchase  warrants 
or  options,  or  (3)  the  detachment  of  de¬ 
tachable  stock  purchase  warrants  or  op¬ 
tions. 

(b)  With  company’s  retained  portion 
of  debt  securities  participated  in  by 
others  which  have  been  subsequently  di¬ 
vested  of  stock  rights. 

(c)  With  amount  of  participations  in 
purchases  by  others  of  debt  securities 
which  have  been  subsequently  divested 
of  stock  rights. 

(d)  With  reversal  of  prior  credits 
when  checks  received  representing  re¬ 
payments  are  dishonored,  etc. 

Credit: 

(a)  With  amount  collected  on  face 
amount  of  debt  securities  divested  of 
stock  rights. 

(b)  With  company’s  share  of  amount 
collected  on  principal  of  debt  securities 
participated  in  by  others  which  have 
been  subsequently  divested  of  stock 

rights. 

(c)  With  full  amount  by  which  par¬ 
ticipations  in  purchases  by  others  of  debt 
securities  which  have  been  subsequently 
divested  of  stock  rights  are  reduced  by 
repayments  transmitted  by  the  “initiat¬ 
ing”  company. 

(d)  With  unpaid  principal  balance  of 
debt  securities  divested  of  stock  rights 
sold  with  recourse  paid  on  maturity  as 
reported  to  the  company  by  the  pur¬ 
chaser  (contra  debit  will  be  made  to 
account  No.  314). 

(e)  With  unpaid  principal  of  debt  se¬ 
curities  divested  of  stock  rights  trans¬ 
ferred  to  assets  acquired  in  liquidation 
of  loans  and  debt  securities. 

(f)  With  unpaid  principal  of  debt 
securities  divested  of  stock  rights  written 
off  or  disposed  of  otherwise. 

Note:  It  is  recommended  that  Individual 
ledger  cards  or  sheets  be  maintained  for  all 
debt  securities  which  have  been  divested  of 
stock  rights.  Such  ledger  cards  or  sheets 
should  contain  the  detailed  Information 
needed  for  account  No.  187 — Unearned  dis¬ 
count,  fees,  and  other  charges  on  debt  se¬ 
curities  (section  304),  and  for  activities  per¬ 
taining  to  participations  purchased  or  sold. 

(See  accounts  Nos.  180,  185,  and  314) 

185  Allowance  for  losses  on  debt  securi¬ 
ties  (section  304). 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated 
losses  on  debt  securities,  convertible, 
and  with  stock  purchase  warrants  or 
options,  and  debt  securities  divested  of 
stock  rights  (all  such  securities  section 
304)  and  should  be  maintained  in  an 
amount  not  less  than  a  conservative  esti¬ 


mate  of  probable  losses.  This  valuation 
reserve  will  be  adjusted  as  occasion  de¬ 
mands,  so  that  this  account  will  reflect 
the  best  available  estimate  of  probable 
losses  on  debt  securities  of  small  business 
concerns. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  reserve  estab¬ 
lished  in  this  account  for  debt  securities 
which  are  written  off,  sold,  or  disposed  of 
otherwise  (contra  credit  for  any  portion 
representing  an  excess  over  losses  ac¬ 
tually  incurred  will  be  made  to  account 
No.  682). 

(c)  With  amount  of  write-down  of 
such  debt  securities,  not  to  exceed  the 
amount  of  reserve  established  therefor 
in  this  account. 

Credit: 

(a)  With  amount  of  such  reserve  es¬ 
tablished. 

(b)  With  amount  of  increases  in  such 
reserve. 

Non:  When  debt  securities  of  small  busi¬ 
ness  concerns  are  sold  by  the  company  or 
disposed  of  otherwise,  cash  or  other  ap¬ 
propriate  asset  account  will  be  debited  for  the 
amount  received,  this  account  will  be  debited 
for  the  amount  of  the  reserve  which  has 
been  established  therein  for  such  debt  se¬ 
curities,  and  the  appropriate  Investment  ac¬ 
count  will  be  credited  for  the  related  cost 
value  carried  therein.  If  there  Is  no  loss,  or  It 
Is  less  than  the  amount  reserved  for  loss  on 
the  debt  securities  disposed  of,  the  excess 
portion  of  the  amount  reserved  will  be 
credited  to  account  No.  682.  If  a  gain  over 
cost  Is  realized,  such  gain  wUl  be  credited 
to  account  No.  572.  If  a  loss  In  relation  to 
cost  Is  sustained  which  Is  in  excess  of  the 
amount  reserved  therefor,  that  portion 
above  the  amount  of  the  reserve  provided 
will  be  debited  to  account  No.  702. 

(See  accounts  Nos.  180  and  184) 

187  Unearned  discount,  fees,  and  other 
charges  on  debt  securities  (section 
304). 

This  account  will  represent  the  amount 
of  unearned  discount,  fees,  and  other 
charges  included  in  the  face  amount  of 
small  business  concerns'  debt  securities 
acquired  pursuant  to  section  304  of  the 
Small  Business  Investment  Act  of  1958, 
as  amended,  and  which  is  withheld  from 
disbursements  to  such  small  business 
concerns. 

Debit: 

(a)  With  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  debt  securities, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  which 
becomes  earned  through  collection  or 
passage  of  time. 

(b)  With  amount  earned  of  that  por¬ 
tion  of  unearned  discount,  fees,  and 
other  charges  included  in  the  face 
amount  of  debt  securities,  but  withheld 
from  disbursements  to  debtor  small  busi¬ 
ness  concerns,  which  is  retained  by  the 
company  in  connection  with  purchases  of 
debt  securities  participated  in  by  other 
investors  (the  amount  to  be  recorded 
becomes  earned  through  collection  or 
passage  of  time). 

(c)  With  amount  earned  of  that  por¬ 
tion  of  unearned  discount,  fees,  and  other 
charges  included  In  the  face  amount  of 


debt  securities,  but  withheld  from  dis¬ 
bursements  to  debtor  small  business  con¬ 
cerns,  which  is  assigned  to  the  company 
in  connection  with  its  participations  in 
purchases  of  debt  securities  by  other 
investors  (the  amount  to  be  recorded 
becomes  earned  through  collection  or 
passage  of  time). 

(d)  With  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  debt  securities,  but 
withheld  from  disbursements  to  debtor 
small  business  concerns,  which  is  rebated 
to  borrowers  upon  early  repayment  of 
debt  securities,  or  is  closed  into  the  as¬ 
set  account  upon  liquidation  of  debt 
securities  at  less  than  full  amount. 

Credit: 

(a)  With  amount  of  unearned  dis¬ 
count  (including  that  equivalent  to  the 
determined  cost  of  warrants,  options, 
and  other  stock  rights,  as  explained  in 
Note  2  of  account  No.  196),  fees,  and 
other  charges  included  in  the  face 
amount  of  debt  securities  but  withheld 
from  disbursements  to  debtor  small 
business  concerns. 

(b)  With  portion  retained  by  the  com¬ 
pany  of  total  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  debt  securities, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  in  con¬ 
nection  with  purchases  of  debt  securities 
participated  in  by  other  investors. 

(c)  With  portion  assigned  to  the  com¬ 
pany  of  total  amount  of  unearned  dis¬ 
count,  fees,  and  other  charges  included 
in  the  face  amount  of  debt  securities, 
but  withheld  from  disbursements  to 
debtor  small  business  concerns,  in  con¬ 
nection  with  its  participations  in  pur¬ 
chases  of  debt  securities  by  other  in¬ 
vestors. 

Note  1:  A  participation  Is  defined  as  an 
undivided  Interest  shared  with  one  or  more 
other  lenders  or  Investors  In  a  note,  deben¬ 
ture,  certificate  of  stock,  or  other  Instrument 
evidencing  a  loan  to,  or  equity  financing  of, 
a  small  business  concern. 

Note  2 :  Unearned  discount  In  this  account 
wUl  be  transferred,  as  appropriate,  to  ac¬ 
count  No.  516 — Interest  on  debt  securities, 
as  It  becomes  earned,  and  unearned  fees 
and  other  charges  will  be  transferred  to  ac¬ 
count  No.  536 — Application  and  appraisal 
fees,  under  similar  circumstances. 

Note  3:  Any  fees  and  other  charges  con¬ 
sidered  earned  immediately  upon  closing  of 
financing  through  purchase  of  debt  secu¬ 
rities  wUl  be  recorded  In  the  Income  account 
at  once  without  first  being  entered  In  this 
account. 

Note  4:  Appropriate  subsidiary  records 
should  be  maintained  for  all  unearned 
amounts  Included  In  this  account  to  permit 
Identification  of  such  amounts  with  the 
particular  debt  securities  to  which  they 
relate. 

190  Capital  stock  of  SBCs,  convertible, 
and  with  stock  purchase  warrants  or 
options. 

This  account  will  represent  the  value 
at  cost  of  small  business  concerns’  capi¬ 
tal  stock,  convertible,  and  with  attached 
stock  purchase  warrants  or  options, 
acquired  by  the  company  pursuant  to 
section  304  of  the  Small  Business  Invest¬ 
ment  Act  of  1958,  as  amended.  If  the 
stock  purchase  warrants,  options,  or 
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other  stock  rights  have  a  separate  pur¬ 
chase  cost,  or  if  a  separate  cost  has 
otherwise  been  determined  for  them,  the 
warrants,  options,  or  other  stock  rights 
will  be  reflected  at  such  cost  in  account 
No.  196. 

Debit: 

(a)  With  cost  of  such  capital  stock  of 
SBC’s,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  acquired. 

(b)  With  portion  retained  by  company 
of  the  capital  stock  of  SBC’s,  convertible, 
and  with  stock  purchase  warrants  or 
options,  in  which  participations  are  sold 
to  others. 

(c)  With  amount  of  participations  in 
acquisitions  by  others  of  capital  stock  of 
SBC’s,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options. 

Credit: 

(a)  With  cost  of  such  capital  stock  of 
SBC’s,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  which  has 
been  divested  of  stock  purchase  rights 
through  (1)  the  expiration  of  the  con¬ 
version  privilege,  (2)  the  exercise  or  the 
expiration  of  rights  conveyed  by  non- 
detachable  or  detachable  stock  purchase 
warrants  or  options,  or  (3)  the  detach¬ 
ment  of  detachable  stock  purchase  war¬ 
rants  or  options. 

(b)  With  cost  of  such  capital  stock  of 
SBC’s,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  converted  to 
another  class  of  capital  stock. 

(c)  With  cost  of  such  capital  stock  of 
SBC’s,  convertible,  and  with  stock  pur¬ 
chase  warrants  or  options,  written  off  or 
disposed  of  otherwise. 

Note  1:  A  participation  is  defined  as  an 
undivided  interest  shared  with  one  or  more 
other  lenders  or  investors  in  a  note,  deben¬ 
ture,  certificate  of  stock,  or  other  Instrument 
evidencing  a  loan  to,  or  equity  financing  of, 
a  small  business  concern. 

Note  2:  It  is  assumed  that  in  all  arrange¬ 
ments  for  participation  in  the  acquisition  of 
capital  stock  of  SBC’s,  convertible,  and  with 
stock  purchase  warrants  or  options,  the 
“initiating”  company  will  service  the 
financing. 

Note  3:  It  is  recommended  that  individ¬ 
ual  ledger  cards  or  sheets  be  maintained  for 
all  capital  stock  of  SBC’s,  convertible,  and 
with  stock  purchase  warrants  or  options. 

(See  accounts  Nos.  192,  193,  and  memo¬ 
randum  record  No.  NA-10) 

192  Capital  stock  of  SBC’s — other. 

This  account  will  represent  the  value 
at  cost  of  small  business  concerns’  capi¬ 
tal  stock  acquired  by  the  company  with¬ 
out  conversion  privileges  or  stock  pur¬ 
chase  warrants  or  options,  or  existing  on 
the  books  as  the  result  of  (1)  the  expira¬ 
tion  of  the  conversion  privilege  of  con¬ 
vertible  capital  stock  of  SBC’s,  (2)  the 
exercise  or  the  expiration  of  rights  con¬ 
veyed  by  nondetachable  or  detachable 
stock  purchase  warrants  or  options,  or 
(3)  the  detachment  of  detachable  stock 
purchase  warrants  or  options,  obtained 
in  connection  with  the  acquisition  of 
capital  stock  of  small  business  concerns 
pursuant  to  section  304  of  the  Small 
Business  Investment  Act  of  1958,  as 
amended. 

Debit: 

(a)  With  cost  of  such  capital  stock  of 
SBC’s — other  acquired  through  (1)  pur¬ 


chase,  (2)  conversion  of  convertible  debt 
securities  or  convertible  capital  stock  of 
SBC’s,  or  (3)  exercise  of  rights  con¬ 
veyed  by  stock  purchase  warrants  or 
options  issued  by  small  business  concerns 
in  connection  with  their  debt  securities 
or  capital  stock  acquired  by  the  com¬ 
pany. 

(b)  With  cost  of  such  capital  stock  of 
SBC’s — other  resulting  from  (1)  the 
expiration  of  the  conversion  privilege  of 
convertible  capital  stock  of  SBC’s,  (2) 
the  expiration  of  rights  conveyed  by  non¬ 
detachable  or  detachable  stock  purchase 
warrants  or  options,  or  (3)  the  detach¬ 
ment  of  detachable  stock  purchase  war¬ 
rants  or  options,  obtained  in  connection 
with  the  acquisition  of  capital  stock  of 
small  business  concerns. 

(c)  With  portion  retained  by  company 
of  the  capital  stock  of  SBC’s — other  in 
which  participations  are  sold  to  others. 

(d)  With  amount  of  participations  in 
capital  stock  of  SBC’s — other  acquired 
by  or  subsequently  existing  on  the  books 
of  others  without  conversion  privileges 
or  stock  purchase  warrants  or  options. 

Credit:  (a)  With  cost  of  such  capital 
stock  of  SBC’s — other  written  off  or  dis¬ 
posed  of  otherwise. 

Note  1:  It  is  recommended  that  individ¬ 
ual  ledger  cards  or  sheets  be  maintained  for 
all  capital  stock  of  SBC's — other  acquired 
or  subsequently  existing  without  conver¬ 
sion  privileges  or  stock  purchase  warrants 
or  options. 

Note  2:  In  acquisitions  of  capital  stock 
through  exercise  of  rights  conveyed  by  stock 
purchase  warrants  or  options  issued  by  small 
business  concerns  in  connection  with  their 
debt  securities  or  capital  stock  previously 
acquired  by  the  company,  the  amount  of  the 
expenditure  made  by  the  company  in  the 
current  acquisition  of  the  capital  stock  will 
be  considered  the  cost  of  the  stock  in  those 
Instances  when  the  stock  purchase  rights 
surrendered  have  only  a  nominal  value; 
otherwise,  the  cost  of  the  stock  wUl  comprise 
the  current  expenditure  plus  the  cost  of  the 
warrants  or  options  surrendered. 

Note  3 :  In  conversions  of  convertible  debt 
securities  of  small  business  concerns  into 
capital  stock,  or  in  conversions  of  convert¬ 
ible  capital  stock  of  SBC’s  into  another  class 
of  capital  stock,  the  value  at  cost  of  the 
particular  convertible  security  should  be 
considered  the  cost  of  the  capital  stock 
received  in  the  conversion. 

(See  accounts  Nos.  190,  193,  and  196) 

193  Allowance  for  losses  on  capital 
stock  of  SBC’s. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  capital  stock  of  SBC’s,  convertible, 
and  with  stock  purchase  warrants  or 
options,  and  capital  stock  of  SBC’s — 
other,  and  should  be  maintained  In  an 
amount  not  less  than  a  conservative  esti¬ 
mate  of  probable  losses.  This  valuation 
reserve  will  be  adjusted  as  occasion  de¬ 
mands,  so  that  this  account  will  reflect 
the  best  available  estimate  of  probable 
losses  on  capital  stock  of  SBC’s. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  reserve  estab¬ 
lished  in  this  account  for  capital  stock 
which  is  written  off,  sold,  or  disposed  of 
otherwise  (contra  credit  for  any  portion 
representing  an  excess  over  losses  actu¬ 


ally  incurred  will  be  made  to  account 
No.  682) . 

(c)  With  amount  of  write-down  of 
such  capital  stock,  not  to  exceed  the 
amount  of  reserve  established  therefor 
in  this  account. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 
reserve. 

Note:  When  capital  stock  of  SBC’s  is  sold 
by  the  company  or  disposed  of  otherwise, 
cash  or  other  appropriate  asset  account  will 
be  debited  for  the  amount  received,  this  ac¬ 
count  will  be  debited  for  the  amount  of  the 
reserve  established  therein  for  such  capital 
stock,  and  the  appropriate  Investment  ac¬ 
count  will  be  credited  for  the  related  cost 
value  carried  therein.  If  there  is  no  loss, 
or  it  is  less  than  the  amount  reserved  for 
loss  on  capital  stock  disposed  of,  the  excess 
portion  of  the  amount  reserved  will  be 
credited  to  account  No.  682.  If  a  gain  over 
cost  is  realized,  such  gain  will  be  credited 
to  account  No.  676.  If  a  loss  in  relation  to 
cost  is  sustained  which  is  in  excess  of  the 
amount  reserved  therefor,  that  portion  above 
the  amount  of  the  reserve  provided  will  be 
debited  to  account  No.  706. 

(See  accounts  Nos.  190  and  192) 

196  Warrants,  options,  and  other  stock 
rights  acquired  from  SBC’s. 

This  account  will  represent  the  value 
at  purchase  price  or  at  cost  as  otherwise 
determined  of  warrants,  options,  and 
other  stock  rights  acquired  by  the  com¬ 
pany  from  small  business  concerns  pur¬ 
suant  to  section  304  of  the  Small  Busi¬ 
ness  Investment  Act  of  1958,  as  amended. 
The  account  will  include  conversion 
rights  for  which  a  separate  cost  has  been 
determined. 

Detachable  stock  purchase  warrants 
or  options  on  stock  of  SBC’s  for  which  no 
consideration  is  given  distinct  from  that 
surrendered  for  the  debt  securities  or 
capital  stock  which  they  accompany,  or 
for  which  no  separate  cost  has  been 
determined,  will  be  reflected  in  memo¬ 
randum  record  No.  NA-10,  if  retained 
after  the  financing  instruments  which 
they  accompanied  have  been  disposed  of. 
(Reference  should  be  made  to  Treasury 
regulations  concerning  the  treatment  of 
options  acquired  by  lenders  or  investors 
in  connection  with  investments.) 

Debit: 

(a)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  acquired. 

(b)  With  portion  retained  by  com¬ 
pany  of  the  warrants,  options,  or  other 
stock  rights  in  which  participations  are 
sold  to  others. 

(c)  With  amount  of  participations  in 
acquisitions  by  others  of  warrants,  op¬ 
tions,  or  other  stock  rights. 

Credit: 

(a)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  surrendered 
in  exercising  the  stock  rights. 

(b)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  written  off 
or  disposed  of  otherwise. 

(c)  With  cost  of  such  warrants,  op¬ 
tions,  or  other  stock  rights  for  which 
the  exercise  period  has  expired. 

Note  1 :  It  is  recommended  that  individual 
ledger  cards  or  sheets  be  maintained  for  all 
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warrants,  options,  or  other  stock  rights  ac¬ 
quired  from  SBC’s. 

Note  2:  The  cost  of  warrants,  options,  and 
other  stock  rights  acquired  from  SBC’s  for 
a  separate  consideration  will  be  charged  to 
this  account,  with  a  credit  to  cash.  If  war¬ 
rants,  options,  or  other  stock  rights  are 
acquired  from  SBC’s  without  a  separate 
consideration  and  a  cost  thereof  Is  other¬ 
wise  determined,  such  cost  will  be  estab¬ 
lished  in  this  account.  (The  determined 
cost  of  warrants,  options,  and  other  stock 
rights  acquired  with  debt  securities  without 
a  separate  consideration  therefor  shall  be 
arrived  at  giving  full  consideration  to  the 
grade  of  the  debt  security.)  The  payment 
for  the  debt  security  or  capital  stock  certifi¬ 
cate  which  accompanied  the  stock  rights 
will  be  allocated  between  the  obligation  or 
stock  and  the  stock  rights.  Cash  will  be 
credited  for  the  determined  cost  of  the  stock 
rights.  Cash  also  will  be  credited  for  the 
amount  of  the  debt  security  or  stock  re¬ 
ceived  less  the  amount  withheld  from  dis¬ 
bursement  In  relation  to  the  debt  security 
or  stock  received,  which  Is  equivalent  to  the 
determined  cost  of  the  stock  rights  plus  (In 
the  case  of  a  debt  security)  any  other  with¬ 
holding  from  net  funds  advanced.  In  the 
purchase  of  a  debt  security  the  deduction 
equal  to  the  determined  cost  of  the  stock 
rights,  plus  any  other  withholding  from  net 
funds  advanced,  will  be  treated  as  unearned 
discount  on  the  debt  security  and  credited 
to  account  No.  187 — Unearned  discount,  fees, 
and  other  charges  on  debt  securities  (section 
304).  In  the  case  of  a  purchase  of  capital 
stock,  the  deduction  equal  to  the  determined 
cost  of  the  stock  rights  will  serve  to  reduce 
the  cost  of  the  stock  to  be  recorded  in 
account  No.  190 — Capital  stock  of  SBC’s,  con¬ 
vertible,  and  with  stock  purchase  warrants 
or  options. 

(See  accounts  Nos.  197,  577,  and  707) 

197  Allowance  for  losses  on  warrants, 
options,  and  other  stock  rights  ac¬ 
quired  from  SBC’ s. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  warrants,  options,  and  other  stock 
rights  acquired  from  SBC’s,  and  should 
be  maintained  In  an  amount  not  less 
than  a  conservative  estimate  of  probable 
losses.  This  valuation  reserve  will  be 
adjusted  as  occasion  demands,  so  that 
this  account  will  reflect  the  best  avail¬ 
able  estimate  of  probable  losses  on  war¬ 
rants,  options,  and  other  stock  rights 
acquired  from  SBC’s. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

<b)  With  amount  of  reserve  estab¬ 
lished  in  this  account  for  warrants,  op¬ 
tions,  and  other  stock  rights  acquired 
from  SBC’s  which  are  written  off,  sold, 
or  disposed  of  otherwise  (contra  credit 
for  any  portion  representing  an  excess 
over  losses  actually  incurred  will  be  made 
to  account  No.  682) . 

(c)  With  amount  of  write-down  of 
such  warrants,  options,  and  other  stock 
rights  acquired  from  SBC’s,  not  to  ex¬ 
ceed  the  amount  of  reserve  established, 
therefor  In  this  account. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 

reserve. 

Note:  When  warrants,  options,  and  other 
stock  rights  acquired  from  SBC’s  are  sold  by 


the  company  or  disposed  of  otherwise,  cash 
or  other  appropriate  asset  account  will  be 
debited  for  the  amount  received,  this  ac¬ 
count  wlU  be  debited  for  the  amount  of  the 
reserve  established  therein  for  Buch  war¬ 
rants,  options,  and  other  stock  rights  ac¬ 
quired  from  SBC’s,  and  the  appropriate 
investment  account  will  be  credited  for  the 
related  cost  value  carried  therein.  If  there 
Is  no  loss,  or  If  it  Is  less  than  the  amount 
reserved  for  loss  on  the  stock  rights  disposed 
of,  the  excess  portion  of  the  amount  re¬ 
served  will  be  credited  to  account  No.  682. 
If  a  gain  over  cost  is  realized,  such  gain  will 
be  credited  to  account  No.  677.  If  a  loss  In 
relation  to  cost  Is  sustained  which  Is  in  ex¬ 
cess  of  the  amount  reserved  therefor,  that 
portion  above  the  amount  of  the  reserve  pro¬ 
vided  will  be  debited  to  account  No.  707. 

(See  account  No.  196) 

200  Assets  acquired  in  liquidation  of 
loans  and  debt  securities. 

This  account  will  represent  the  com¬ 
pany’s  Investment  in  assets  acquired  by 
foreclosure,  or  otherwise,  in  liquidation 
of  loans  (section  305)  and  debt  securi¬ 
ties  (section  304).  Judgments,  sheriffs’ 
certificates  (including  property  acquired 
subject  to  redemption),  etc.,  will  be  re¬ 
flected  in  this  account. 

The  investment  in  property  at  the  date 
of  acquisition  by  the  company  should 
be  determined  by  the  Board  of  Directors 
on  the  most  suitable  of  the  following 
bases,  but  not  to  exceed  the  total  amount 
of  the  related  loan  or  debt  security  in¬ 
volved:  (1)  Bid-in  price  of  the  property; 
(2)  agreed  consideration  for  the  prop¬ 
erty;  (3)  fair  appraised  value  of  the 
property.  Any  remaining  indebtedness 
will  be  written  off  unless  the  company 
expects  further  liquidation  of  the  debt 
from  other  sources.  Insofar  as  practi¬ 
cable,  investment  values  will  be  deter¬ 
mined  for  each  individual  asset,  or  unit, 
at  the  time  such  assets  are  recorded  in 
this  account,  and  when  an  asset  is  sold 
only  an  amount  equal  to  the  investment 
in  such  asset  will  be  credited  to  this 
account. 

The  company’s  investment  In  real 
property  acquired  in  liquidation  of  loans 
and  debt  securities  should  be  recorded 
at  gross  value  as  determined  by  the 
Board  of  Directors.  The  amount  of  any 
existing  mortgage  on  such  property  ac¬ 
quired  by  the  company  will  be  reflected 
In  account  No.  318. 

The  balance  of  the  latter  account  will 
not  be  treated  as  a  liability  on  the  bal¬ 
ance  sheet  but  will  be  deducted  from  the 
asset  account. 

The  company’s  investment  in  Judg¬ 
ments  should  be  recorded  at  the  face 
amount  of  the  judgment.  When  the 
company  acquires  the  underlying  secu¬ 
rity  to  the  related  loan  or  debt  security 
outright  or  subject  to  redemption,  the 
investment  in  the  property  should  be 
determined  in  accordance  with  the  bases 
set  forth  in  the  second  paragraph. 

Debit: 

(a)  With  amount  of  the  company’s 
investment  in  the  property  at  the  time 
of  acquisition. 

(b)  With  amount  of  the  company’s 
Investment  in  the  property  at  the  date 
of  judgment,  sheriff’s  certificate,  etc. 


(c)  With  amount  of  participation  in 
assets  acquired  by  others  in  liquidation 
of  loans  and  debt  securities. 

Credit: 

(a)  With  proceeds  of  partial  sale  of 
property. 

(b)  With  amount  of  the  company’s  in¬ 
vestment  at  date  of  sale,  or  other  dis¬ 
position  of  property. 

(c)  With  amount  written  off. 

Note  1:  Collateral  notes  receivable  ac¬ 
quired  In  tbe  liquidation  of  loans  and  debt 
securities  will  be  reflected  In  this  account; 
but  notes  receivable,  that  are  subsequently 
accepted  In  connection  with  tbe  disposition 
of  assets  acquired  In  tbe  liquidation  of  loans 
and  debt  securities  will  be  Included  In  ac¬ 
count  No.  140 — Notes  receivable. 

Note  2 :  It  Is  recommended  that  subsidiary 
records  be  maintained  In  sufficient  detail 
to  disclose  for  report  and  tax  purposes  all 
transactions  affecting  assets  acquired  In 
Uquidation  of  loans  and  debt  securities. 

(See  accounts  Nos.  170,  180,  184,  201, 
and  203) 

201  Allowance  for  losses  on  assets  ac¬ 
quired  in  liquidation  of  loans  and 
debt  securities. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  estimated  losses 
on  assets  acquired  in  liquidation  of  loans 
(section  305)  and  debt  securities  (section 
304),  and  should  be  maintained  in  an 
amount  not  less  than  a  conservative  esti¬ 
mate  of  probable  losses.  This  valuation 
reserve  will  be  adjusted  as  occasion  de¬ 
mands,  so  that  this  account  will  reflect 
the  best  available  estimate  of  probable 
losses  on  assets  acquired  in  liquidation 
of  loans  and  debt  securities. 

Debit: 

(a)  With  amount  of  decreases  in  such 
reserve. 

(b)  With  amount  of  reserve  estab¬ 
lished  in  this  account  for  assets  acquired 
in  liquidation  of  loans  and  debt  securi¬ 
ties  which  are  written  off,  sold,  or  dis¬ 
posed  of  otherwise  (contra  credit  for  any 
portion  representing  an  excess  over  losses 
actually  incurred  will  be  made  to  account 
No.  682). 

(c)  With  amount  of  write-down  of 
such  assets  acquired  in  liquidation  of 
loans  and  debt  securities,  not  to  exceed 
the  amount  of  reserve  established  there¬ 
for  in  this  account. 

Credit: 

(a)  With  amount  of  such  reserve 
established. 

(b)  With  amount  of  increases  in  such 
reserve. 

Note:  When  assets  acquired  in  liquidation 
of  loans  and  debt  securities  are  sold  by  the 
company  or  disposed  of  otherwise,  cash  or 
other  appropriate  asset  account  will  be  deb¬ 
ited  for  the  amount  received,  this  account 
will  be  debited  for  tbe  amount  of  tbe  reserve 
established  therein  for  such  assets  acquired 
in  liquidation  of  loans  and  debt  securities, 
and  account  No.  200  will  be  credited  for  tbe 
related  cost  value  carried  therein.  If  there 
is  no  loss,  or  It  is  less  than  the  amount  re¬ 
served  for  loss  on  the  acquired  assets  dis¬ 
posed  of,  the  excess  portion  of  the  amount 
reserved  will  be  credited  to  account  No.  682. 
If  a  gain  over  recorded  Investment  in  tbe 
assets  acquired  in  liquidation  is  realized, 
such  gain  will  be  credited  to  account  No. 
678.  If  a  loss  in  relation  to  recorded  invest¬ 
ment  value  is  sustained  which  is  in  excess 
of  the  amount  reserved  therefor,  that  portion 
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above  the  amount  of  the  reserve  provided  will 
be  debited  to  account  No.  708. 

(See  account  No.  200) 

203  Accumulated  depreciation  on  assets 
acquired  in  liquidation  of  loans  and 
debt  securities. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  depreciation  of 
depreciable  property  acquired  by  fore¬ 
closure,  or  otherwise,  in  liquidation  of 
loans  (section  305)  and  debt  securities 
(section  304).  This  account  should  be 
maintained  in  an  amount  not  less  than  a 
conservative  estimate  of  the  expired 
service  life  of  such  property  while  owned 
by  the  company. 

Debit:  (a)  With  amount  of  deprecia¬ 
tion  accumulated,  when  such  an  asset  is 
sold  or  disposed  of  otherwise. 

Credit:  (a)  At  the  end  of  each  month, 
with  the  monthly  amount  necessary  to 
depreciate  the  cost  of  such  assets  over 
the  estimated  service  life. 

(See  accounts  Nos.  200  and  710) 

220  Prepaid  expenses  and  deferred 
eharges. 

This  account  will  represent  the  un¬ 
expired  or  unconsumed  portion  of  ex¬ 
penses  expressly  applicable  to  future 
periods  for  which  no  specific  accounts 
have  been  provided.  Such  expenses 
should  be  amortized  over  the  appropriate 
period. 

Debit:  (a)  With  amount  of  prepaid  or 
deferred  expenses. 

Credit:  (a)  At  the  end  of  each  month, 
with  the  proportional  amount  of  such  ex¬ 
penses  applicable  to  the  current  month. 

Note:  Subsidiary  records  should  be  main¬ 
tained  to  identify  the  Items  reflected  in  this 
account  and  to  facilitate  their  monthly 
amortization. 

230  Furniture  and  equipment. 

This  account  will  represent  the  cost 
of  furniture,  fixtures  and  equipment,  in¬ 
cluding  automobiles,  owned  by  the  com¬ 
pany.  The  cost  of  freight,  drayage, 
cartage,  express,  etc.,  in  connection  with 
the  purchase  of  such  items  of  furniture 
and  equipment,  will  be  included  in  this 
account. 

Debit:  (a)  With  cost  of  such  assets 
purchased. 

Credit:  (a)  With  cost  of  such  assets 
at  the  time  of  sale  or  other  disposition. 

Note:  An  inventory  record  should  be  main¬ 
tained  for  all  such  assets  and  each  Item 
should  be  tagged  or  numbered  to  facilitate 
ready  Identification. 

(See  account  No.  231) 

231  Accumulated  depreciation  on  fur¬ 
niture  and  equipment. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  depreciation  of 
furniture,  fixtures,  and  equipment,  in¬ 
cluding  automobiles,  owned  by  the  com¬ 
pany.  This  account  should  be  main¬ 
tained  in  an  amount  not  less  than  a 
conservative  estimate  of  the  expired 
service  life  of  such  assets  while  owned 
by  the  company. 

Debit:  (a)  With  amount  of  deprecia¬ 
tion  accumulated,  when  such  an  asset 
is  sold  or  disposed  of  otherwise. 


Credit:  (a)  At  the  end  of  each  month, 
with  the  monthly  amount  necessary  to 
depreciate  the  cost  of  such  assets  over 
the  estimated  service  life. 

(See  accounts  Nos.  230  and  655) 

240  Corporate  premises  owned. 

This  account  will  represent  the  actual 
cost  of  acquisition  of  the  land  and  build¬ 
ing  used  as  the  company’s  office  quarters. 
The  account  also  will  include  the  actual 
cost  of  any  improvements,  such  as  street, 
sidewalk  and  other  benefits,  applicable 
to  the  land,  and  any  improvements  ap¬ 
plicable  to  the  building. 

Debit: 

(a)  With  actual  cost  of  acquisition 
of  the  land  and  building. 

(b>  With  actual  cost  of  any  improve¬ 
ment  to  the  land  and/or  building. 

Credit:  (a)  With  the  acquisition  cost 
of  the  land  and/or  building,  plus  the  cost 
of  improvements  made  thereto,  when  the 
land  and/or  building  is  sold  or  disposed 
of  otherwise.  » 

(See  account  No.  241) 

241  Accumulated  depreciation  on  cor¬ 
porate  premises  owned. 

This  account  will  represent  the  valua¬ 
tion  reserve  provided  for  depreciation  of 
the  building  and  other  depreciable  im¬ 
provements  of  corporate  premises  owned 
and  used  as  the  company’s  office  quar¬ 
ters.  This  account  should  be  maintained 
in  an  amount  not  less  than  a  conserva¬ 
tive  estimate  of  the  expired  service  life 
of  such  building  and  improvements  while 
owned  by  the  company. 

Debit:  (a)  With  amount  of  deprecia¬ 
tion  accumulated,  when  such  an  asset 
is  sold  or  disposed  of  otherwise. 

Credit:  (a)  At  the  end  of  each  month, 
with  the  monthly  amount  necessary  to 
depreciate  the  cost  of  such  assets  over 
the  estimated  service  life. 

(See  accounts  Nos.  240  and  655) 

242  Leasehold  improvements. 

This  account  will  represent  the  actual 
cost  of  improvements  to  leased  property 
used  as  the  company’s  office  quarters. 
The  amount  of  this  account  will  be  amor¬ 
tized  through  account  No.  654 — Cost  of 
space  occupied,  over  the  life  of  the  lease 
or  the  life  of  the  improvements,  which¬ 
ever  is  the  shorter. 

Debit:  (a)  With  actual  cost  of  im¬ 
provements  to  leasehold. 

Credit:  (a)  At  the  end  of  each  month, 
with  the  monthly  amount  necessary  to 
amortize  the  cost  of  leasehold  improve¬ 
ments. 

255  Amounts  due  from  directors,  offi¬ 
cers,  and  employees. 

This  account  will  represent  the  unpaid 
balance  of  amounts  advanced  to  direc¬ 
tors,  officers,  and  employees. 

Debit:  (a)  With  amount  of  such  ad¬ 
vances  made. 

Credit: 

(a)  With  amount  collected  on  such 
advances. 

(b)  With  amount  transferred  to  ap¬ 
propriate  expense  classification  upon 
proper  authorization. 


(c)  With  amount  written  off  or  dis¬ 
posed  of  otherwise. 

(See  account  No.  709) 

256  Organization  costs. 

This  account  will  represent  the  amount 
of  legal  fees,  promotional  expense,  stock 
certificate  costs,  incorporation  fees, 
taxes,  and  other  related  costs  incurred 
in  organizing  the  company. 

Debit:  (a)  With  amount  of  such  costs 
incurred. 

Credit:  (a)  At  the  end  of  each  month, 
with  the  monthly  amount  necessary  to 
amortize  the  organization  costs  in  ac¬ 
cordance  with  Treasury  regulations. 

(See  account  No.  672) 

257  Other  assets. 

This  account  will  represent  the  amount 
of  assets  of  the  company  not  specifically 
provided  for  in  other  accounts,  includ¬ 
ing  recoverable  amoiints  advanced  for 
the  protection  and  preservation  of  the 
company’s  investments  (such  as  the  pay¬ 
ment  of  taxes  on  mortgaged  property), 
but  not  including  short-term  loans  or 
debt  securities  issued  to  protect  the  com¬ 
pany’s  interests  in  previously  issued  long¬ 
term  loans  or  equity  securities. 

Debit:  (a)  With  amount  of  the  com¬ 
pany’s  investment  in  such  assets. 

Credit:  (a)  With  amount  of  such  as¬ 
sets  sold  or  disposed  of  otherwise. 

(See  account  No.  709) 

LIABILITY  ACCOUNTS 

300  Notes  payable  to  SBA. 

This  account  will  represent  the  unpaid 
principal  balance  of  notes  payable  (1) 
for  funds  borrowed  and  received  directly 
from  the  Small  Business  Administration 
and  (2)  for  funds  borrowed  from  others 
through  guaranteed  loans  which  subse¬ 
quently  have  been  purchased  by  the 
Small  Business  Administration. 

Debit:  (a)  With  amount  of  principal 
payments  made  on  such  notes. 

Credit : 

(a)  With  amount  of  funds  borrowed. 

(b)  With  unpaid  principal  balance  of 
guaranteed  loans  purchased  by  SBA 
(contra  debit  will  be  made  to  account  No. 
315). 

302  Debentures  payable,  subordinated, 
issued  to  SBA. 

This  account  will  represent  the  unpaid 
principal  balance  of  funds  received  by 
the  company  under  its  subordinated 
debentures  payable  issued  to  the  Small 
Business  Administration  for  funds  bor¬ 
rowed  pursuant  to  section  302(a)  of  the 
Small  Business  Investment  Act  of  1958, 
as  amended. 

Debit:  (a)  With  amount  of  principal 
payments  made  on  such  debentures. 

Credit:  (a)  With  amount  of  funds  re¬ 
ceived  under  such  debentures. 

Note:  The  subordinated  debentures  pur¬ 
chased  by  the  Small  Business  Administration 
under  section  302(a)  of  the  Small  Business 
Investment  Act  of  1958,  as  amended,  shall 
be  deemed  a  part  of  the  capital  and  surplus 
of  the  company  for  purposes  of  sections  302 
(a),  303(b),  and  306  of  the  Act. 
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310  Loans  sold  with  recourse. 

This  account  will  represent  the  unpaid 
principal  balance  of  loans  outstanding  to 
small  business  concerns  which  have  been 
sold  to  individuals,  banks,  insurance 
companies,  or  other  financial  Institutions 
with  recourse  upon  the  company  in  the 
event  of  default. 

Debit: 

(a)  With  amount  collected  on  princi¬ 
pal  of  such  loans  as  reported  to  the  com¬ 
pany  by  the  purchaser  (contra  credit  will 
be  made  to  account  No.  170). 

(b)  With  unpaid  principal  balance  of 
such  loans  repurchased. 

Credit:  (a)  With  unpaid  principal  bal¬ 
ance  of  such  loans  sold. 

Note:  This  account  is  contra  to  account 
No.  170 — loans  (section  305).  For  balance 
sheet  purposes  account  No.  310  wlU  be 
deducted  from  account  No.  170. 

312  Debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  op¬ 
tions  sold  with  recourse. 

This  account  will  represent  the  un¬ 
paid  principal  balance  of  unmatured  debt 
securities,  convertible,  and  with  stock 
purchase  warrants  or  options,  issued  by 
small  business  concerns  to  the  company, 
which  are  sold  to  individuals,  banks,  in¬ 
surance  companies,  or  other  financial  in¬ 
stitutions  with  recourse  upon  the  com¬ 
pany  in  the  event  of  default. 

Debit: 

(a)  With  unpaid  principal  balance  of 
such  debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  options 
paid  on  maturity  as  reported  to  the  com¬ 
pany  by  the  purchaser  (contra  credit 
will  be  made  to  account  No.  180). 

<b)  With  unpaid  principal  balance  of 
such  debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  options 
repurchased. 

Credit:  (a)  With  unpaid  principal  bal¬ 
ance  of  debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  options 
sold  with  recourse. 

Note:  This  account  Is  contra  to  account 
No.  180 — Debt  securities,  convertible,  and 
with  stock  purchase  warrants  or  options  (sec¬ 
tion  304).  For  balance  sheet  purposes  ac¬ 
count  No.  313  will  be  deducted  from  account 
No.  180. 

314  Debt  securities  divested  of  stock 
rights  sold  with  recourse. 

This  account  will  represent  the  unpaid 
principal  balance  of  small  business  con¬ 
cerns’  unmatured  debt  securities  divested 
of  stock  rights  which  are  sold  to  individ¬ 
uals,  banks,  insurance  companies,  or 
other  financial  institutions  with  re¬ 
course  upon  the  company  in  the  event  of 
default. 

Debit : 

(a)  With  unpaid  principal  balance  of 
such  debt  securities  divested  of  stock 
rights  paid  on  maturity  as  reported  to 
the  company  by  the  purchaser  (contra 
credit  will  be  made  to  account  No.  184) . 

(b)  With  unpaid  principal  balance  of 
such  debt  securities  divested  of  stock 
rights  repurchased. 

Credit:  (a)  With  unpaid  principal  bal¬ 
ance  of  such  debt  securities  divested  of 
stock  rights  sold  with  recourse. 


Note:  This  account  la  contra  to  account 
No.  184 — Debt  securities  divested  of  stock 
rights  (section  304).  For  balance  sheet  pur¬ 
poses  account  No.  314  will  be  deducted  from 
account  No.  184. 

315  Notes  payable  to  other  than  SB  A — 
guaranteed  by  SBA. 

This  account  will  represent  the  unpaid 
principal  balance  of  notes  payable  for 
funds  borrowed  from  other  than  the 
Small  Business  Administration  and 
guaranteed  by  the  Small  Business  Ad¬ 
ministration. 

Debit: 

(a)  With  amount  of  principal  pay¬ 
ments  made  on  such  notes. 

(b)  With  unpaid  principal  balance 
of  guaranteed  loans  purchased  by  SBA 
(contra  credit  will  be  made  to  account 
No.  300). 

Credit:  (a)  With  amount  of  funds  bor¬ 
rowed. 

316  Notes  payable  to  other  than  SBA — 
not  guaranteed  by  SBA. 

This  account  will  represent  the  unpaid 
principal  balance  of  notes  payable  for 
funds  borrowed  from  other  than  the 
Small  Business  Administration  and  not 
guaranteed  by  the  Small  Business  Ad¬ 
ministration. 

Debit:  (a)  With  amount  of  principal 
payments  made  on  such  notes. 

Credit:  (a)  With  amount  of  funds 
borrowed. 

317  Mortgages  payable  for  funds  bor¬ 
rowed. 

This  account  will  represent  the  unpaid 
principal  balance  of  mortgages  payable 
for  funds  borrowed  on  corporate  prem¬ 
ises  or  other  real  estate  owned  by  the 
company.  Purchase  money  mortgages, 
conditional  sales  contracts,  or  similar 
documentary  evidence  of  indebtedness 
given  by  the  company  in  the  acquisition 
of  real  property  will  be  included  in  this 
account. 

Debit:  (a)  With  amount  of  principal 
payments  made  on  such  indebtedness. 

Credit:  (a)  With  amount  of  funds 
borrowed. 

318  Mortgages  payable  on  assets  ac¬ 
quired  in  liquidation  of  loans  and 
debt  securities. 

This  account  will  represent  the  unpaid 
principal  balance  of  existing  mortgages 
payable  on  assets  acquired  by  the  com¬ 
pany  in  liquidation  of  loans  and  debt 
securities.  The  balance  of  this  account 
will  not  be  treated  as  a  liability  on  the 
balance  sheet  but  as  an  offset  to  the 
asset  account. 

Debit:  (a)  With  amount  of  principal 
payments  made  on  such  Indebtedness. 

Credit:  (a)  With  amount  of  such  in¬ 
debtedness. 

(See  account  No.  200) 

320  Notes  payable— other. 

This  account  will  represent  the  unpaid 
principal  balance  of  notes  payable  in 
evidence  of  amounts  owed  by  the  com¬ 
pany  other  than  for  funds  borrowed. 
Notes  payable,  conditional  sales  con¬ 
tracts,  and  liens  for  the  acquisition  of 
furniture,  fixtures,  equipment,  and  auto¬ 
mobiles  will  be  included  in  this  account. 


Debit:  (a)  With  amount  of  principal 
payments  made  on  such  notes. 

Credit:  (a)  With  amount  of  unpaid 
principal  of  such  notes  executed. 

340  Accounts  payable. 

This  account  will  represent  amounts 
payable  on  open  account,  including 
amounts  representing  “participating” 
companies’  portions  of  accrued  principal 
and  interest  receivable  from  financed 
small  business  concerns.  The  account 
also  will  include  accrued  compensation 
payable  for  services  rendered  to  the  com¬ 
pany  on  its  participations  in  financing 
transactions,  and  accrued  commitment 
fees  payable  for  having  funds  made 
available  on  a  deferred  basis  by  “par¬ 
ticipating”  companies  in  connection  with 
the  financing  of,  or  commitments  to  fi¬ 
nance,  small  business. 

Debit:  (a)  With  amount  of  such  In¬ 
debtedness  paid,  or  disposed  of  other¬ 
wise. 

Credit:  (a)  With  amount  of  such  in¬ 
debtedness  incurred. 

Note  1 :  A  participation  Is  defined  as  an  un¬ 
divided  Interest  shared  with  one  or  more 
other  lenders  or  Investors  In  a  note,  deben¬ 
ture,  certificate  of  stock,  or  other  Instrument 
evidencing  a  loan  to,  or  equity  financing  of, 
a  small  business  concern. 

Note  2:  A  deferred  participation  is  de¬ 
fined  as  a  commitment  under  a  participation 
agreement  whereby  the  “participating”  com¬ 
pany  will  make  funds  available  on  a  deferred 
basis  to  the  “initiating”  company  in  con¬ 
nection  with  the  latter’s  financing  of,  or  com¬ 
mitment  to  finance,  a  small  business  concern, 
or  in  connection  with  an  "initiating"  small 
business  investment  company’s  acquisition  of 
loans  or  equity  securities  from  other  such 
companies. 

(See  accounts  Nos.  150,  600,  and  715) 

350  Accrued  interest  payable. 

This  account  will  represent  the  amount 
of  liability  for  interest  accrued  on  the 
company’s  notes,  mortgages  and  deben¬ 
tures  payable,  and  on  loans  (section  305) 
and  debt  securities  (section  304)  of  small 
business  concerns  sold  with  recourse 
upon  the  company  In  the  event  of  de¬ 
fault.  The  account  also  will  Include  ac¬ 
crued  Interest  payable  on  other  interest- 
bearing  obligations  of  the  company. 

Debit:  (a)  With  amount  of  such  In¬ 
terest  paid  or  disposed  of  otherwise. 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  accrued  on  all 
interest-bearing  obligations  covered  by 
this  account  on  that  date. 

(b)  With  amount  of  interest  accrued 
during  the  month  on  such  obligations 
paid  in  full  or  disposed  of  otherwise  dur¬ 
ing  the  month. 

351  Accrued  taxes  on  payroll. 

This  account  will  represent  the  bal¬ 
ance  of  accrued  taxes  on  payroll,  such 
as  the  company’s  portion  of  social  secu¬ 
rity  taxes,  which  have  not  been  remitted 
to  the  appropriate  collectors  of  such 
taxes. 

Debit:  (a)  With  amount  of  such  taxes 
paid. 

Credit:  (a)  With  amount  of  such  taxes 
accrued  during  the  month. 

(See  account  No.  664) 
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354  Estimated  income  taxes  accrued. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  354.1,  354.2,  354.3, 
etc. 

354.1  Estimated  Federal  income  taxes 
accrued. 

This  account  will  represent  the  bal¬ 
ance  of  estimated  Federal  income  taxes 
accrued  which  have  not  been  remitted 
to  the  Internal  Revenue  Service. 

Debit:  (a)  With  amount  of  such  taxes 
paid. 

Credit:  (a)  With  amount  of  such 
taxes  accrued  during  the  month. 

(See  subaccounts  Nos.  720.1  and  722.1) 

354.2  Estimated  State  income  taxes  ac¬ 
crued. 

This  account  will  represent  the  bal¬ 
ance  of  estimated  State  income  taxes 
accrued  which  have  not  been  remitted 
to  the  appropriate  collector  of  such 
taxes. 

Debit:  (a)  With  amount  of  such  taxes 
paid. 

Credit:  (a)  With  amount  of  such 
taxes  accrued  during  the  month. 

(See  subaccounts  Nos.  720.2  and  722.2) 
358  Other  accrued  expenses. 

This  account  will  represent  the  amount 
of  the  company’s  liability  as  of  the  end 
of  the  month  for  accrued  expenses,  such 
as  salaries,  not  provided  for  in  other 
accounts. 

Debit:  (a)  With  amount  of  such  ex¬ 
penses  paid  or  disposed  of  otherwise. 

Credit:  (a)  With  amount  of  such  ex¬ 
penses  accrued  during  the  month. 

Note:  Increases  or  decreases  in  the  liabil¬ 
ity  for  accrued  expenses,  through  accruals  or 
adjustments,  will  be  offset  by  increases  or 
decreases,  respectively.  In  the  appropriate 
expense  accounts. 

360—364  Dividends  payable  on - 

(Type 

_ .capital  stock. 

and  class) 

These  accounts  will  represent  the 
company’s  liability  for  dividends  de¬ 
clared  by  the  company’s  Board  of  Direc¬ 
tors  on  the  respective  types  and  classes 
of  capital  stock  issued  and  outstanding. 
A  separate  account  should  be  used  to  re¬ 
flect  the  dividends  payable  for  each  type 
and  class  of  capital  stock  outstanding. 

Debit:  (a)  With  amount  of  such  divi¬ 
dends  paid. 

Credit :  (a)  With  amount  of  such  divi¬ 
dends  declared  payable  by  the  company’s 
Board  of  Directors. 

370  Employee  taxes  withheld. 

This  account  will  represent  the  amount 
of  income  and  social  security  taxes  with¬ 
held  from  employees’  salaries  which  have 
not  been  remitted  to  the  appropriate 
collectors  of  such  taxes. 

Debit:  (a)  With  amount  of  such  taxes 
remitted. 

Credit:  (a)  With  amount  of  such  taxes 
withheld. 

374  Unapplied  receipts. 

This  account  will  represent  the  amount 
of  funds  received  by  the  company  which 
have  not  been  applied  to  loans  (section 
305),  debt  securities  (section  304),  in¬ 


terest  receivable,  etc.  This  account  will 
be  used  only  in  instances  when  the  funds 
received  cannot  be  applied  promptly. 

Debit:  (a)  With  amount  of  such  funds 
applied  or  disposed  of  otherwise. 

Credit:  (a)  With  amount  of  funds  re¬ 
ceived  which  cannot  be  applied  promptly. 

378  Miscellaneous  trust  receipts. 

This  account  will  represent  the  liabil¬ 
ity  of  the  company  for  funds  withheld  or 
received  in  trust,  for  which  no  specific 
account  is  provided,  including  earnest 
money  deposits,  and  funds  withheld 
from  employees’  salaries  for  the  pur¬ 
chase  of  U.S.  Savings  Bonds,  payment 
of  group  life  insurance  premiums,  pay¬ 
ment  of  pension  fund  contributions,  etc. 

Debit:  (a)  With  amount  of  such  funds 
disbursed  or  disposed  of  otherwise. 

Credit:  (a)  With  amount  of  such  funds 
withheld  or  received. 

381  Other  liabilities. 

This  account  will  represent  the  amount 
of  liabilities  of  the  company  not  specifi¬ 
cally  provided  for  in  other  accounts. 

Debit:  (a)  With  amount  of  such  lia¬ 
bilities  paid  or  disposed  of  otherwise. 

Credit:  (a)  With  amount  of  such  lia¬ 
bilities  incurred. 

383  Other  deferred  credits. 

This  account  will  represent  the  amount 
of  deferred  credits  of  the  company  not 
specifically  provided  for  in  other  ac¬ 
counts. 

Debit:  (a)  With  amount  of  such  de¬ 
ferred  credits  transferred  to  income  or 
gain,  or  disposed  of  otherwise. 

Credit:  (a)  With  amount  of  such  de¬ 
ferred  credits  established. 

Note  1 :  Accrual  of  Interest  receivable 
should  be  discontinued  with  respect  to  any 
loan  or  debt  security  financing  a  small  busi¬ 
ness  concern  which  is  in  bankruptcy,  or  on 
the  verge  thereof,  or  otherwise  considered 
to  be  Insolvent.  Any  Interest  payments  re¬ 
ceived  from  such  a  debtor  should  not  be 
treated  as  Interest  Income,  but  should  be 
either  credited  as  payments  on  principal  of 
the  debt  or  credited  as  deferred  Income  In 
this  account,  pending  determination  of  the 
appropriate  accounting.  In  less  serious  sit¬ 
uations,  when  Interest  receivable  Is  accrued 
under  circumstances  In  which  the  financed 
small  business  concern  has  not  earned  the 
amount  thereof,  or  the  fair  value  of  the  loan 
or  debt  security  as  determined  in  good  faith 
by  the  Board  of  Directors  Is  less  than  cost, 
or  recovery  thereon  is  doubtful,  an  addition 
to  the  allowance  for  uncollectible  Interest 
receivable  should  be  made  In  an  amount 
equivalent  to  the  accrual  of  interest  receiv¬ 
able,  or,  as  an  alternative,  the  Interest  In¬ 
come  should  be  deferred  In  this  account  as 
above  Indicated. 

Note  2:  This  account  may  be  used,  at  the 
option  of  the  company,  to  defer  gain  arising 
from  sales  of  assets  on  an  Installment-pay¬ 
ment  basis.  Deferred  gain  In  this  account 
will  be  transferred  to  appropriate  gain  ac¬ 
counts  as  it  Is  realized. 

CAPITAL  STOCK  AND  SURPLUS 
ACCOUNTS 

400—404  _ capital  stock 

(Type  and  class)  y 
authorized. 

These  accounts  will  represent  the  total 
par  or  stated  value  of  the  capital  stock 


authorized,  as  provided  for  in  the  com¬ 
pany’s  charter.  A  separate  account 
should  be  provided  for  each  type  and 
class  of  capital  stock  authorized. 

Debit:  (a)  With  amount  of  reductions 
of  such  capital  stock  authorized. 

Credit: 

(a)  With  original  amount  of  such 
capital  stock  authorized. 

(b;  With  additional  amounts  of  such 
capital  stock  authorized. 

(See  accounts  Nos.  405-409  and  “Note" 
of  accounts  Nos.  415-419) 

405—409  _ unissued  capi- 

(Type  and  class) 
tal  slock. 

These  accounts  will  represent  the  total 
par  or  stated  value  of  unissued  capital 
stock  of  the  company.  A  separate  ac¬ 
count  should  be  provided  for  each  type 
and  class  of  unissued  capital  stock. 
Debit: 

(a)  With  original  amount  of  such  un¬ 
issued  capital  stock,  as  provided  for  in 
the  company’s  charter. 

(b)  With  additional  amounts  of  such 
unissued  capital  stock  authorized. 

(c)  With  par  or  stated  value  of  capital 
stock  retired. 

Credit: 

(a)  With  amount  of  such  capital  stock 
issued  (contra  debit  will  be  made  to  ac¬ 
counts  Nos.  410-412) . 

(b)  With  amount  of  reductions  of 
capital  stock  authorized. 

(See  accounts  Nos.  400-404  and  “Note” 
of  accounts  Nos.  415-419) 

410—411  _ capital  slock 

(Type  and  class) 
subscribed. 

These  accounts  will  represent  the  total 
amount  at  the  subscription  price  of  the 
company’s  capital  stock  subscribed.  A 
separate  account  should  be  provided  for 
each  type  and  class  of  capital  stock  sub¬ 
scribed.  These  accounts  will  reflect  the 
company’s  responsibility  to  issue  shares 
of  its  stock  to  subscribers  who  have  made 
final  payment  of  their  capital  stock  sub¬ 
scriptions. 

Debit: 

(a)  With  amount  at  the  subscription 
price  of  such  subscribed  capital  stock 
issued  (contra  credits  will  be  made  to 
accounts  Nos.  405-409  and,  as  appropri¬ 
ate,  No.  420) . 

(b)  With  amount  at  the  subscription 
price  of  such  subscribed  capital  stock 
canceled  or  disposed  of  otherwise. 

Credit:  (a)  With  amount  at  the  sub¬ 
scription  price  of  such  capital  stock  sub¬ 
scribed. 

(See  accounts  Nos.  413-414  and  “Note" 
of  accounts  Nos.  415-419) 

413—414  Capital  slock  subscriptions  re¬ 
ceivable — _ _ 

(Type  and  class) 

These  accounts  will  represent  the  total 
unpaid  balances  of  capital  stock  sub¬ 
scriptions  receivable  from  subscribers  of 
the  company’s  authorized  capital  stock. 
A  separate  subscriptions  receivable  ac¬ 
count  should  be  provided  for  each  type 
and  class  of  capital  stock  subscribed. 
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Debit:  (a)  With  amount  of  such  capi¬ 
tal  stock  subscriptions  received. 

Credit: 

(a)  With  amount  collected  on  such 
capital  stock  subscriptions. 

(b)  With  amount  of  such  capital  stock 
subscriptions  canceled  or  disposed  of 
otherwise. 

(See  accounts  Nos.  410-411  and  “Note” 
of  accounts  Nos.  415-419) 

415—419  Treasury  stock _ _ 

(Type  and  class) 

These  accounts  will  represent  the  total 
amount  of  the  company’s  issued  capital 
stock  which  has  been  reacquired  through 
purchase  or  donation  and  has  not  been 
retired.  A  separate  account  should  be 
provided  for  each  type  and  class  of  such 
capital  stock  held  by  the  company. 

Debit: 

(a)  With  cost  of  such  capital  stock  ac¬ 
quired  through  purchase. 

(b)  With  amount  of  fair  market  value 
or  par  value  of  such  capital  stock  ac¬ 
quired  through  donation  (contra  credit 
will  be  made  to  account  No.  420). 

Credit: 

(a)  With  cost  of  such  capital  stock  ac¬ 
quired  through  purchase,  when  sold  or 
disposed  of  otherwise. 

(b)  With  amount  of  fair  market  value 
or  par  value  of  such  capital  stock  ac¬ 
quired  through  donation,  when  sold  or 
disposed  of  otherwise. 

Note:  Appropriate  subsidiary  records 
should  be  maintained  as  deemed  necessary. 

420  Paid-in  surplus. 

This  account  will  represent  the  amount 
of  surplus  arising  from  (1)  sales  initially 
of  the  company’s  capital  stock  at  a  price 
in  excess  of  par  value  (including  amounts 
transferred  from  capital  stock  subscribed 
at  a  price  above  par,  when  shares  are 
issued) ;  (2)  donations  to  the  company 
of  its  Issued  capital  stock  carried  as 
treasury  stock  at  fair  market  value  or 
par  value;  (3)  retirements  of  capital 
stock  purchased  at  less  than  the  par 
value  thereof;  (4)  sales  of  treasury  stock 
in  excess  of  its  carrying  value  on  the 
books  of  the  company;  (5)  donations  or 
gifts  to  the  company  of  assets  carried  at 
not  in  excess  of  fair  market  value;  and 
1 6)  other  capital  equity  transactions  with 
stockholders. 

Debit: 

(a)  With  amount  of  loss  on  treasury 
stock  sold  which  was  acquired  through 
purchase,  but  not  to  exceed  the  total  of 
credits  residing  in  this  account  relating 
to  previous  gains  on  treasury  stock  sold 
or  retirement  of  capital  stock  at  amounts 
less  than  the  amounts  previously  paid 
in  with  respect  thereto  (any  amount  of 
loss  in  excess  of  the  total  of  such  credits 
will  be  charged  to  retained  earnings,  ac¬ 
count  No.  425). 

(b)  With  amount  received  by  the  com¬ 
pany  below  fair  market  value,  or  par 
value,  whichever  applicable,  for  treasury 
stock  sold  which  was  acquired  through 
donation. 

(c)  With,  amount  paid  by  the  com¬ 
pany  in  excess  of  par  value,  but  not  to 
exceed  the  premium  received  initially, 
for  shares  of  capital  stock  retired  (any 
amount  paid  in  excess  of  par  plus  Initial 
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premium  received  will  be  charged  to  re¬ 
tained  earnings,  account  No.  425). 

Credit: 

(a)  With  amount  paid  in  (including 
stock  dividends  from  retained  earnings), 
or  transferred  from  capital  stock  sub¬ 
scribed,  representing  the  excess  (after 
deduction  of  underwriters’  fees  and  com¬ 
missions)  over  par  value  of  the  com¬ 
pany’s  capital  stock,  when  shares  are 
issued. 

(b)  With  amount  of  fair  market  value 
or  par  value  of  the  company’s  capital 
stock  acquired  through  donation. 

(c)  With  amount  of  discount  below 
par  value  of  the  company’s  capital  stock 
acquired  through  purchase,  when  such 
stock  is  retired. 

(d)  With  amount  received  by  the 
company  in  excess  of  cost,  or  in  excess  of 
fair  market  value  or  par  value,  which¬ 
ever  applicable,  for  treasury  stock  sold. 

(e)  With  amount  not  to  exceed  fair 
market  value  of  donations  or  gifts  of 
assets  to  the  company. 

425  Retained  earnings. 

This  account  will  represent  the  accu¬ 
mulated  balance  of  the  company’s  undis¬ 
tributed  net  income  since  incorporation. 
Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
any  debit  balance  reflected  in  the  profit 
and  loss  summary  account.  No.  429, 
and/or  the  realized  gain  and  loss  sum¬ 
mary  account,  No.  430. 

(b)  With  amount  of  dividends,  other 
than  stock  dividends,  declared  payable 
out  of  retained  earnings  by  the  com¬ 
pany’s  Board  of  Directors. 

(c)  With  amount  of  stock  dividends, 
at  a  per  share  value  representing  the 
higher  of  fair  value  or  the  average 
paid-in  capital  per  share  existing  at  the 
time  that  the  dividend  is  declared  (par 
or  stated  value  of  capital  stock  issued 
plus  paid-in  surplus  divided  by  the  num¬ 
ber  of  shares  of  capital  stock  issued), 
which  are  declared  by  the  company’s 
Board  of  Directors  and  paid  out  of 
retained  earnings. 

(d)  With  appropriate  amount  of  loss 
on  treasury  stock  sold  which  was  ac¬ 
quired  through  purchase,  representing 
the  excess  of  such  loss  over  the  total  of 
credits  residing  in  paid-in  surplus,  ac¬ 
count  No.  420,  relating  to  previous  gains 
on  treasury  stock  sold  or  retirement  of 
capital  stock  at  amounts  less  than  the 
amounts  previously  paid  in  with  respect 
thereto. 

(e)  With  appropriate  amount  paid  by 
the  company  in  excess  of  par  plus  initial 
premium  received  on  the  type  and  class 
of  shares  of  capital  stock  retired. 

(f)  With  amounts  transferred  to 
appropriated  retained  earnings  upon  ap¬ 
proval  by  the  Board  of  Directors. 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  credit  balances  of  the  profit  and  loss 
summary  account,  No.  429,  and  the 
realized  gain  and  loss  summary  ac¬ 
count,  No.  430. 

(b)  With  amounts  returned  from  ap¬ 
propriated  retained  earnings. 

(See  account  No.  427) 
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427  Appropriated  retained  earnings. 

This  account  will  represent  the 
amount  of  retained  earnings  restricted 
from  dividend  distribution  and  thus  ear¬ 
marked  for  some  future  "purpose. 

Debit:  (a)  With  amounts  returned  to 
the  retained  earnings  account  after  pur¬ 
pose  has  been  served. 

Credit:  (a)  With  amounts  transferred 
from  retained  earnings  upon  approval  by 
the  Board  of  Directors. 

(See  account  No.  425) 

429''  Profit  and  loss  summary. 

This  account  will  be  used  as  a  clearing 
account  through  which  all  income  and 
expense  accounts  on  the  books  of  the 
company  will  be  closed. 

Debit:  * 

(a)  At  the  end  of  the  fiscal  year,  with 
the  debit  balances  of  all  expense  and 
income  accounts. 

(b)  At  the  end  of  the  fiscal  year,  with 
the  credit  balance  of  the  account  (trans¬ 
fer  to  retained  earnings). 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  credit  balances  of  all  income  and 
expense  accounts. 

(b)  At  the  end  of  the  fiscal  year,  with 
the  debit  balance  of  the  account  (trans¬ 
fer  to  retained  earnings) . 

(See  account  No.  425) 

430  Realized  gain  and  loss  summary. 

This  account  will  be  used  as  a  clearing 
account  through  which  all  accounts  for 
realized  gains  and  losses  on  investments 
on  the  books  of  the  company  will  be 
closed. 

Debit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balances  of  all  accounts  for  losses 
on  investments. 

(b)  At  the  end  of  the  fiscal  year,  with 
the  credit  balance  of  the  account  (trans¬ 
fer  to  retained  earnings) . 

Credit: 

(a)  At  the  end  of  the  fiscal  year,  with 
the  balances  of  all  accounts  for  gains  on 
investments. 

(b)  At  the  end  of  the  fiscal  year,  with 
the  debit  balance  of  the- account  (transfer 
to  retained  earnings) . 

(See  account  No.  425) 

INCOME  ACCOUNTS 

500  Commitment  income. 

This  account  will  represent  the  amount 
of  income  earned  during  the  month  on 
commitments  to  small  business  concerns 
for  loans  (section  305)  and  equity  securi¬ 
ties  (section  304).  This  account,  on  the 
books  of  the  “participating”  company, 
will  include  the  amount  of  commitment 
income  during  the  month  on  deferred 
participations. 

Debit:  (a)  At  the  end  of  the  fispal 
year,  with  the  balance  of  account  (trsms- 
fer  to  profit  and  loss  summary) . 

Credit:  (a)  With  amount  of  income 
earned  enuring  the  month  on  commit¬ 
ments  and  deferred  participations. 

Note  1 :  A  deferred  participation  Is  defined 
as  a  commitment  under  a  participation 
agreement  whereby  the  “participating”  com¬ 
pany  will  make  funds  available  on  a  deferred 
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basis  to  the  “initiating”  company  In  connec¬ 
tion  with  the  latter’s  financing  of,  or  com¬ 
mitment  to  finance,  a  small  business  con¬ 
cern,  or  in  connection  with  an  “initiating” 
small  business  investment  company’s  acqui¬ 
sition  of  loans  or  equity  securities  from  other 
such  companies. 

Note  2:  Recording  as  income  in  this  ac¬ 
count  of  accrued  commitment  fees  receivable 
should  be  discontinued  with  respect  to  any 
small  business  concern  which  is  in  bank¬ 
ruptcy,  or  on  the  verge  thereof,  or  otherwise 
considered  to  be  Insolvent.  The  amounts  In 
question  should  be  credited  as  deferred  In¬ 
come  in  account  No.  383 — Other  deferred 
credits,  pending  determination  of  the  ap- . 
proprlate  accounting.  In  less  serious  situa¬ 
tions,  when  the  small  business  concern  has 
not  earned  the  amount  of  accrued  com¬ 
mitment  fees,  or  the  fair  value  of  Its  debt  or 
equity  Instruments  held  by  the  company,  as 
determined  by  the  Board  of  Directors,  is  less 
than  cost,  or  recovery  thereon  Is  doubtful, 
an  addition  to  the  allowance  for  uncollecti¬ 
ble  notes  and  accounts  receivable  should  be 
made  in  an  amount  equivalent  to  the  ac¬ 
crued  commitment,  fees  taken  Into  income  In 
this  account,  or,  as  an  alternative,  the  com¬ 
mitment  income  should  be  deferred  in  ac¬ 
count  No.  383  as  above  indicated. 

(See  account  No.  151) 

504  Interest  on  invested  idle  funds. 

This  account  will  represent  the 
amount  of  interest  earned  during  the 
month  on  (1)  time  deposits  in  banks 
which  are  members  of  the  Federal  De¬ 
posit  Insurance  Corporation,  (2)  U.S. 
Government  obligations,  direct  and  fully 
guaranteed,  owned  by  the  company,  and 
(3)  funds  of  the  company  in  insured 
savings  accounts  in  institutions  the  ac¬ 
counts  of  which  are  insured  by  the 
Federal  Savings  and  Loan  Insurance 
Corporation. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
month  on  invested  idle  funds  existing  on 
that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  invested  idle  funds 
withdrawn  during  the  month. 

512  Interest  on  loans. 

This  account  will  represent  the 
amount  of  interest  earned  during  the 
month  on  loans  (section  305)  to  small 
business  concerns. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

Credit: 

(a>  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
month  on  loans  outstanding  to  small 
business  concerns  on  that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  loans  to  small 
business  concerns  paid  in  full  during  the 
month. 

Non:  Accrual  of  Interest  receivable  should 
be  discontinued  with  respect  to  any  loan  to 
a  small  business  concern  which  is  In  bank¬ 
ruptcy,  or  on  the  verge  thereof,  or  otherwise 
considered  to  be  Insolvent.  Any  Interest 
payments  received  from  such  a  debtor  should 
not  be  credited  to  this  account  as  Interest 
Income,  but  should  be  either  credited  as  pay¬ 


ments  on  principal  of  the  debt  or  credited  as 
deferred  Income  in  account  No.  383 — Other 
deferred  credits,  pending  determination  of 
the  appropriate  accounting.  In  less  serious 
situations,  when  Interest  receivable  is  ac¬ 
crued  under  circumstances  In  which  the 
financed  small  business  concern  has  not 
earned  the  amount  thereof,  or  the  fair  value 
of  the  loan  as  determined  In  good  faith  by 
the  Board  of  Directors  is  less  than  cost,  or 
recovery  thereon  is  doubtful,  an  addition  to 
the  allowance  for  uncollectible  interest  re¬ 
ceivable  should  be  made  In  an  amount  equiv¬ 
alent  to  the  accrued  Interest  receivable  taken 
Into  income  in  this  account,  or,  as  an  alter¬ 
native,  the  Interest  Income  should  be  de¬ 
ferred  in  account  No.  383  as  above  indicated. 

(See  accounts  Nos.  160, 161, 170,  and  173) 
516  Interest  on  debt  securities. 

This  account  will  represent  the 
amount  of  interest  earned  during  the 
month  on  debt  securities  of  small  busi¬ 
ness  concerns  owned  by  the  company 
pursuant  to  section  304  of  the  Small 
Business  Investment  Act  of  1958,  as 
amended. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

Credit: 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
period  on  such  debt  securities  owned  on 
that  date. 

(b)  With  amount  of  interest  earned 
during  the  month  on  such  debt  securi¬ 
ties  paid  in  full  or  converted  to  capital 
stock  during  the  month. 

Note:  Accrual  of  Interest  receivable  should 
be  discontinued  with  respect  to  any  debt 
security  of  a  small  business  concern  which 
Is  in  bankruptcy,  or  on  the  verge  thereof,  or 
otherwise  considered  to  be  Insolvent.  Any 
Interest  payments  received  from  such  a 
debtor  should  not  be  credited  to  this  account 
as  interest  Income,  but  should  be  either 
credited  as  payments  on  principal  of  the 
debt  or  credited  as  deferred  income  in 
account  No.  383 — Other  deferred  credits, 
pending  determination  of  the  appropriate 
accounting.  In  less  serious  situations,  when 
Interest  receivable  Is  accrued  under  circum¬ 
stances  In  which  the  financed  small  business 
concern  has  not  earned  the  amount  thereof, 
or  the  fair  value  of  the  debt  security  as 
determined  In  good  faith  by  the  Board  of 
Directors  Is  less  than  cost,  or  recovery 
thereon  Is  doubtful,  an  addition  to  the  al¬ 
lowance  for  uncollectible  Interest  receivable 
should  be  made  in  an  amount  equivalent  to 
the  accrued  Interest  receivable  taken  Into 
Income  In  this  account,  or,  as  an  alternative, 
the  Interest  Income  should  be  deferred  In 
account  No.  383  as  above  Indicated. 

(See  accounts  Nos.  160,  161,  180,  184, 
and  187) 

520  Interest  income — other. 

This  account  will  represent  the 
amount  of  interest  earned  during  the 
month  on  miscellaneous  notes  receivable, 
funds  in  escrow  pending  closing  of  fi¬ 
nancing,  and  interest-bearing  receivables 
not  otherwise  classified. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

Credit:  v 

(a)  At  the  end  of  each  month,  with 
amount  of  interest  earned  during  the 
period  on  such  receivables  on  that  date. 


(b)  With  amount  of  interest  earned 
during  the  month  on  such  receivables 
paid  in  full  during  the  month. 

(See  accounts  Nos.  140,  160,  and  179) 

532  Management  consulting  service  fees. 

This  account  will  represent  the 
amount  of  fees  charged  during  the 
month  for  management  consulting  serv¬ 
ices  rendered  to  small  business  concerns 
and  other  small  business  investment 
companies  pursuant  to  section  308(b)  of 
the  Small  Business  Investment  Act  of 
1958,  as  amended. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

Credit:  (a)  With  amount  of  such  fees 
charged. 

Note  :  Recording  as  Income  In  this  account 
of  accrued  management  consulting  service 
fees  receivable  should  be  discontinued  with 
respect  to  any  small  business  concern  which 
is  In  bankruptcy,  or  on  the  verge  thereof,  or 
otherwise  considered  to  be  Insolvent.  The 
amounts  In  question  should  be  credited  as 
deferred  Income  In  account  No.  383 — Other 
deferred  credits,  pending  determination  of 
the  appropriate  accounting.  In  less  serious 
situations,  when  the  small  business  concern 
has  not  earned  the  amount  of  accrued  man¬ 
agement  consulting  service  fees,  or  the  fair 
value  of  Its  debt  or  equity  Instruments  held 
by  the  company,  as  determined  by  the  Board 
of  Directors,  Is  less  than  cost,  or  recovery 
thereon  Is  doubtful,  an  addition  to  the  al¬ 
lowance  for  uncollectible  notes  and  accounts 
receivable  should  be  made  In  an  amount 
equivalent  to  the  accrued  management  con¬ 
sulting  service  fees  taken  into  income  In  this 
account,  or,  as  an  alternative,  the  manage¬ 
ment  consulting  service  Income  should  be 
deferred  In  account  No.  383  as  above 
Indicated. 

(See  accounts  Nos.  140,  150,  and  151) 

534  Investigation  and  service  fees 
charged  other  lenders. 

This  account  will  represent  the  amount 
of  fees  charged  during  the  month  for 
Investigation  and  services  rendered  to 
banks  or  other  lenders  or  investors,  pur¬ 
suant  to  section  308(a)  of  the  Small 
Business  Investment  Act  of  1958,  as 
amended.  The  account  will  Include 
compensation  for  financial  services 
rendered  in  connection  with  participa¬ 
tions  sold. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

Credit:  (a)  With  amount  of  such  fees 
charged. 

(See  accounts  Nos.  140  and  150) 

536  Application  and  appraisal  fees. 

This  account  will  represent  the 
amount  of  fees  charged  during  the 
month  for  application,  appraisal,  inves¬ 
tigation,  and  related  services  rendered  to 
small  business  concerns. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

Credit:  (a)  With  amount  of  such 
fees  charged. 

(See  accounts  Nos.  173  and  187  and 
“Note”  of  accounts  Nos.  140,  150,  and 
532) 
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510  Dividends  on  capital  stock  of  SBC’s. 

This  account  will  represent  the 
amount  of  income  from  dividends  on 
capital  stock  of  small  business  concerns. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

Credit:  (a)  With  amount  of  income 
from  such  dividends. 

(See  "Note”  of  accounts  Nos.  140,  150, 
and  532) 

51 1  Sharings  in  income  of  SBC’s. 

This  account  will  represent  the 
amount  of  sharings  or  participations  in 
the  income  of  small  business  concerns 
from  which  the  company  has  acquired 
debt  securities  (section  304) . 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

Credit:  (a)  With  amount  of  such 
sharings. 

(See  "Note”  of  accounts  Nos.  140,  150, 
and  532) 

570  Gain  on  U.S.  Government  securities. 

This  account  will  represent  the 
amount  of  gain  on  the  sale  or  other  dis¬ 
position  of  U.S.  Government  obligations, 
direct  and  fully  guaranteed,  carried  in 
account  No.  130. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account 
(transfer  to  realized  gain  and  loss 
summary). 

Credit:  (a)  With  amount  of  gain  on 
such  securities  sold  or  disposed  of  other¬ 
wise. 

Note:  Increase  in  value  over  cost  of  United 
States  Treasury  bills,  which  are  Issued  at  a 
discount  and  are  noninterest  bearing,  will 
not  be  reflected  In  this  account  but  wUl  be 
credited  at  the  end  of  each  month  to  ac¬ 
count  No.  604 — Interest  on  Invested  Idle 
funds,  with  concurrent  debit  to  account  No. 
160 — Accrued  Interest  receivable. 

572  Gain  on  debt  securities  (section 
304). 

This  account  will  represent  the 
amount  of  gain  on  the  sale  or  other  dis¬ 
position  of  debt  securities  (section  304) 
of  small  business  concerns  carried  in 
accounts  Nos.  180  and  184,  and  will  in¬ 
clude  recoveries  on  debt  security  losses 
previously  charged  to  the  loss  account. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 
Credit: 

(a)  With  amount  of  gain  on  such  debt 
securities  sold  or  disposed  of  otherwise. 

(b)  With  amount  collected  on  portions 
of  debt  securities  previously  charged  to 
the  loss  account. 

(See  accounts  Nos.  383  and  702) 

576  Gain  on  capital  stock  of  SBCs. 

This  account  will  represent  the 
amount  of  gain  on  the  sale  or  other  dis¬ 
position  of  capital  stock  of  small  busi¬ 
ness  concerns  carried  in  accounts  Nos. 
190  and  192,  and  will  include  recoveries 
on  capital  stock  losses  previously  charged 
to  the  loss  account. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary) . 


Credit: 

(a)  With  amount  of  gain  on  such  cap¬ 
ital  stock  sold  or  disposed  of  otherwise. 

(b)  With  amount  realized  on  capital 
stock  of  SBC’s  previously  charged  to  the 
loss  account. 

(See  accounts  Nos.  383  and  706) 

577  Gain  on  warrants,  options,  and 
other  stock  rights  acquired  from 
SBC’s. 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition 
of  warrants,  options,  and  other  stock 
rights  acquired  from  SBC’s,  and  will  in¬ 
clude  recoveries  on  stock  rights  losses 
previously  charged  to  the  loss  account. 

Debit:  (a)  At  the  end  of  the  fiscal  year, 
with  the  balance  of  account  (transfer  to 
realized  gain  and  loss  summary). 

Credit: 

(a)  With  amount  of  gain  on  such  war¬ 
rants,  options,  and  other  stock  rights 
acquired  from  SBC’s  sold  or  disposed  of 
otherwise. 

(b)  With  amount  realized  on  war¬ 
rants,  options,  and  other  stock  rights 
previously  charged  to  the  loss  account. 

(See  accounts  Nos.  196,  383,  707,  and 
memorandum  record  No.  NA-10) 

578  Gain  on  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition 
of  assets  acquired  in  liquidation  of  loans 
(section  305)  and  debt  securities  (sec¬ 
tion  304)  of  small  business  concerns  car¬ 
ried  in  account  No.  200,  and  will  include 
recoveries  on  losses  on  assets  acquired  in 
liquidation  previously  charged  to  the  loss 
account. 

Debit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 

Credit: 

(a)  With  amount  of  gain  on  such  as¬ 
sets  acquired  in  liquidation  of  loans  and 
debt  securities  sold  or  disposed  of  other¬ 
wise. 

(b)  With  amount  realized  on  assets 
acquired  in  liquidation  of  loans  and  debt 
securities  previously  charged  to  the  loss 
account. 

(See  accounts  Nos.  383  and  708) 

579  Gain  on  other  assets. 

This  account  will  represent  the  amount 
of  gain  on  the  sale  or  other  disposition 
of  assets  not  specifically  provided  for  in 
other  accounts,  and  will  include  recov¬ 
eries  on  losses  on  other  assets  previously 
charged  to  the  loss  account. 

Debit:  (a)  At  the  end  of  the  fiscal  year, 
with  the  balance  of  account  (transfer  to 
realized  gain  and  loss  summary). 

Credit: 

(a)  With  amount  of  gain  on  such  as¬ 
sets  sold  or  disposed  of  otherwise. 

(b)  With  amount  realized  on  other  as¬ 
sets  previously  charged  to  the  loss 
account. 

(See  accounts  Nos.  383  and  709) 

582  Income  from  assets  acquired  in  liq¬ 
uidation  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  Income  earned  during  the  month  on 


assets  acquired  in  liquidation  of  loans 
(section  305)  and  debt  securities  (section 
304) ,  including  the  operation  of  proper¬ 
ties,  cacried  in  account  No.  200. 

Debit:  (a)  At  the  end  of  the  fiscal  year, 
with  the  balance  of  account  (transfer  to 
profit  and  loss  summary) . 

Credit:  (a)  With  amount  of  such  in¬ 
come  earned  during  the  month. 

Note:  In  instances  when  a  liquidating 
agent  is  employed  to  supervise  the  disposi¬ 
tion  of  the  assets,  appropriate  subsidiary 
accounts  should  be  maintained  by  the  agent. 
Cash  collected  from  the  sale  of  assets  by  the 
liquidating  agent  should  be  remitted  imme¬ 
diately  to  the  company.  The  company  should 
maintain  a  local  depository  bank  account, 
in  which  all  receipts  of  the  agent  are  de¬ 
posited  when  direct  remittances  to  the  com¬ 
pany  are  not  feasible.  Deposit  balances  in 
this  account  should  be  subject  to  with¬ 
drawal  by  check  only  by  the  company  and 
should  be  reflected  on  the  company’s  records 
in  the  same  manner  as  other  bank  accounts. 

Any  advances  to  a  liquidating  agent  for 
expenses  Incident  to  the  operation  or  the 
disposition  of  assets  acquired  in  the  liquida¬ 
tion  of  loans  and  debt  securities  should  be 
charged  to  account  No.  220 — Prepaid  expenses 
and  deferred  charges. 

584  Other  income. 

This  account  will  represent  the  income 
earned  during  the  month  not  specifically 
provided  for  in  other  accounts. 

Debit:  (a)  At  the  end  of  the  fiscal  year, 
with  the  balance  of  account  (transfer 
to  profit  and  loss  summary). 

Credit:  (a)  With  amount  of  such  in¬ 
come  earned  during  the  month. 

EXPENSE  ACCOUNTS 

600  Commitment  expense. 

This  account  will  represent  the 
amount  of  commitment  expense  during 
the  month  on  commitments  from  the 
Small  Business  Administration  and  on 
commitments  from  lending  institutions 
other  than  the  Small  Business  Admin¬ 
istration. 

On  the  books  of  the  “initiating”  com¬ 
pany,  this  account  also  will  include  the 
amount  of  commitment  expense  during 
the  month  on  deferred  participations. 

Debit:  (a)  With  amount  of  expense 
incurred  during  the  month  on  commit¬ 
ments  and  deferred  participations. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

Note:  A  deferred  participation  Is  defined 
as  a  commitment  under  a  participation 
agreement  whereby  the  “participating”  com¬ 
pany  will  make  funds  available  on  a  deferred 
basis  to  the  “Initiating”  company  In  connec¬ 
tion  with  the  latter’s  financing  of,  or  com¬ 
mitment  to  finance,  a  small  business  con¬ 
cern,  or  in  connection  with  an  "Initiating” 
small  business  Investment  company’s  ac¬ 
quisition  of  loans  or  equity  securities  from 
other  such  companies. 

(See  account  No.  340) 

610  Interest  on  obligations  payable  to 
SBA. 

This  account  will  represent  the 
amount  of  interest  expense  accrued 
during  the  month  on  obligations  payable 
to  the  Small  Business  Administration 
for  funds  borrowed. 

Debit:  (a)  With  amount  of  such  in¬ 
terest  accrued  during  the  month. 
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Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

(See  accounts  Nos.  300,  302,  arid  350) 

622  Interest  on  obligations  payable  to 
other  than  SBA. 

This  account  will  represent  the 
amount  of  interest  expense  accrued 
during  the  month  on  obligations  payable 
to  other  than  the  Small  Business  Admin¬ 
istration  for  funds  borrowed. 

Debit:  (a)  With  amount  of  such  in¬ 
terest  accrued  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary). 

(See  accounts  Nos.  310,  312,  314,  315,  316, 
317,  320,  and  350) 

642  Stock  record  and  other  financial  ex¬ 
penses. 

This  account  will  represent  the 
amount  of  charges  to  the  company  by 
the  transfer  agent  and  the  registrar  for 
services  rendered  in  connection  with  the 
issuance  and  transfer  of  the  company’s 
capital  stock,  and  will  include  other  fi¬ 
nancial  expenses  not  provided  for  else¬ 
where. 

Debit:  (a)  With  amount  of  such  ex¬ 
penses  incurred  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

650—679  Operating  expenses. 

The  accounts  under  this  caption  will 
represent  the  amounts  of  operating  ex¬ 
penses  incurred. 

Debit  appropriate  account:  (a)  With 
amount  of  operating  expenses  incurred 
during  the  month. 

Credit  appropriate  account:  (a)  At  the 
end  of  the  fiscal  year,  with  the  balance 
of  account  (transfer  to  profit  and  loss 
summary). 

650  Advertising  and  promotional  costs. 

This  account  will  represent  the  cost  of 
advertising  and  promoting  the  com¬ 
pany’s  services,  including  the  cost  of 
entertaining  prospective  borrowers  and 
clients. 

651  Appraisal  and  investigation  costs. 

This  account  will  represent  the 
amount  of  charges  made  by  outside  firms 
and  individuals  for  appraisal,  investiga¬ 
tion,  and  related  services  rendered  to 
the  company. 

652  Auditing  and  examination  costs. 

This  account  will  represent  the 
amount  of  charges  for  auditing,  exam¬ 
ination,  and  bookkeeping  services  ren¬ 
dered  by  accountants  not  on  the  com¬ 
pany’s  payroll,  and  charges  for  services 
rendered  by  SBA  examiners. 

653  Communications. 

This  account  will  represent  telephone, 
telegraph,  and  postage  expense. 

654  Cost  of  space  occupied. 

This  account  will  represent  the 
cost  of  space  occupied  such  as  rent,  al¬ 
terations,  amortization  of  leasehold  im¬ 


provements,  light,  heat,  power,  janitor 
service,  maintenance  and  repair  expense 
on  builaings,  furniture,  and  equipment 
(other  than  automobiles) ,  etc. 

655  Depreciation  of  corporate  premises 
owned,  furniture,  and  equipment. 

This  account  will  represent  the 
amount  of  provision  applicable  to  the 
fiscal  year  for  depreciation-  of  the  build¬ 
ing  and  other  depreciable  improvements 
of  corporate  premises  owned  and  used 
as  the  company’s  office  quarters.  The 
account  also  will  include  the  amount  of 
provision  applicable  to  the  fiscal  year 
for  depreciation  of  furniture  and  equip¬ 
ment  (other  than  automobiles)  owned  by 
the  company. 

657  Directors’  and  stockholders’  meet¬ 
ings  costs. 

This  account  will  represent  directors’ 
fees  and  travel  expense  for  attendance 
at  directors’  and  stockholders’  meetings. 
The  account  also  will  include  the  cost 
of  holding  stockholders’  meetings,  such 
as  rental  of  the  meeting  hall  and  related 
expenses. 

658  Insurance. 

This  account  will  represent  fire,  theft, 
employee  group  life  insurance,  and  other 
insurance  expense,  including  fidelity 
bond  premiums  and  insurance  on  auto¬ 
mobiles.  The  portion,  if  any,  of  em¬ 
ployee  group  life  insurance  premiums 
withheld  from  salaries  or  received  from 
employees  will  be  reflected  in  account 
No.  378.  Insurance  premiums  to  be 
amortized  will  be  charged  to  account 
No.  220. 

660  Investment  adviser  costs. 

This  account  will  represent  the  amount 
of  charges  made  by  outside  firms  and 
individuals  for  furnishing  consultation 
and  advice  to  the  company  with  respect 
to  the  desirability  of  investing  in,  pur¬ 
chasing,  or  selling  loans,  debt  securities, 
and  capital  stock  of  small  business  con¬ 
cerns  and  other  property. 

661  Legal  services. 

This  account  will  represent  the  cost  of 
legal  services  rendered  to  the  company. 

663  Salaries. 

This  account  will  Include  the  balances 
in  subaccounts  Nos.  663.1  and  663.2. 

663.1  Salaries  of  officers. 

This  account  will  represent  the  salary 
cost  of  all  officers  of  the  company,  in¬ 
cluding  directors’  salaries,  if  any,  but 
not  directors’  fees  for  attendance  at 
meetings. 

663.2  Salaries  of  employees. 

This  account  will  represent  the  salary 
cost  of  all  employees  other  than  officers, 
Including  salaries  of  any  temporary  or 
part-time  employees  engaged  for  specific 
assignments. 

664  Taxes,  excluding  income  taxes. 

This  account  will  represent  the  cost  of 
all  taxes,  Including  those  on  corporate 
premises  owned,  motor  vehicle,  and  per¬ 
sonal  property,  social  security  taxes 


(company’s  portion),  and  other  taxes 
charged  to  the  company,  exclusive  of 
income  taxes. 

665  Travel. 

This  account  wiU  represent  all 
travel  expense,  including  transportation 
charges,  automobile  maintenance,  op¬ 
erating  expense,  and  depreciation  ex¬ 
pense,  meals,  lodging,  telephone,  tele¬ 
graph,  and  other  company  costs  incurred 
by  officers  and  employees  while  in  a 
travel  status. 

670  Employee  benefits  expense. 

This  account  will  represent  the  cost 
assumed  by  the  company  in  contribut¬ 
ing  to  funds  providing  for  employee 
retirement  benefits  and  other  types  of 
employee  benefits,  except  group  life  in¬ 
surance.  The  portion,  if  any,  of  the 
cost  of  employee  benefits  withheld  from 
salaries  or  received  from  employees  will 
be  reflected  in  account  No.  378. 

672  Organization  expense. 

This  account  will  represent  the  amount 
of  legal  fees,  promotional  expense,  stock 
certificate  costs,  incorporation  fees, 
taxes,  and  other  related  costs  incurred 
in  organizing  the  company,  which  are 
charged  to  expense  (this  account)  as  in¬ 
curred  or  are  transferred  to  this  account 
periodically  through  the  amortization  of 
organization  costs  established  as  an  asset 
in  account  No.  256. 

679  Miscellaneous  operating  expenses. 

This  account  will  represent  the 
amount  of  operating  expenses  not  specifi¬ 
cally  provided  for  in  other  accounts. 
There  will  be  included  expenses  incurred 
under  contracts  for  management  of  the 
company;  amounts  paid  in  connection 
with  dues,  subscriptions,  donations,  and 
similar  items ;  charges  made  to  the  com¬ 
pany  for  custodial  or  safekeeping  serv¬ 
ices  in  connection  with  its  portfolio 
securities;  and  bank  service  charges,  ex¬ 
change  on  checks,  protest  fees,  etc.,  and 
the  cost  of  office  supplies  such  as  sta¬ 
tionery,  accounting  forms,  binders,  pen¬ 
cils,  etc. 

680  Estimated  losses  on  receivables. 

This  account  will  represent  the 
amount  of  estimated  losses  applicable  to 
the  fiscal  year  on  notes  and  accounts 
receivable,  and  interest  receivable. 

Debit:  (a)  With  amount  of  such  esti¬ 
mated  losses  incurred  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

682  Estimated  losses  on  loans,  invest¬ 
ments,  and  other  assets. 

This  account  will  represent  the 
amount  of  estimated  losses  applicable  to 
the  fiscal  year  on  loans  (section  305) ; 
debt  securities  (section  304) ;  capital 
stock  of  small  business  concerns;  war¬ 
rants,  options,  and  other  stock  rights 
acquired  from  SBCs;  and  assets  acquired 
in  liquidation  of  loans  and  debt  securi¬ 
ties. 

Debit:  (a)  With  amount  of  such  esti¬ 
mated  losses  incurred  during  the  month. 
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Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

700  Loss  on  U.S.  Government  securities. 

This  account  will  represent  the  amount 
of  loss  on  the  sale  or  other  disposition 
of  United  States  Government  obligations, 
direct  and  fully  guaranteed,  carried  in 
account  No.  130. 

Debit:  (a)  With  amount  of  loss  on 
such  securities  sold  or  disposed  of  other¬ 
wise. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 

702  Loss  on  debt  securities  (section 
304). 

This  account  will  represent  the  amount 
of  loss  in  excess  of  that  provided  for  in 
account  No.  185  on  the  write-down  or 
sale  or  other  disposition  of  debt  securi¬ 
ties  (section  304)  of  small  business  con¬ 
cerns  carried  in  accounts  Nos.  180  and 
184. 

Debit:  (a)  With  amount  of  loss  in  ex¬ 
cess  of  that  provided  for  in  account  No. 
185  on  such  debt  securities  written  down 
or  sold  or  disposed  of  otherwise. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 

(See  account  No.  572) 

706  Loss  on  capital  stock  of  Sod's. 

This  account  will  represent  the  amount 
of  loss  in  excess  of  that  provided  for  in 
account  No.  193  on  the  write-down  or 
sale  or  other  disposition  of  capital  stock 
of  small  business  concerns  carried  in 
accounts  Nos.  190  and  192. 

Debit:  (a)  With  amount  of  loss  in  ex¬ 
cess  of  that  provided  for  in  account  No. 
193  on  such  capital  stock  written  down 
or  sold  or  disposed  of  otherwise. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 

(See  account  No.  576) 

707  Loss  on  wurrants,  option*,  and  other 
stock  rights  acquired  from  SBC’s. 

This  account  will  represent  the  amount 
of  loss  in  excess  of  that  provided  for  in 
account  No.  197  on  the  write-down  or 
sale  or  other  disposition  of  warrants,  op¬ 
tions,  and  other  stock  rights  acquired 
from  SBC’s. 

Debit:  (a)  With  amount  of  loss  in  ex¬ 
cess  of  that  provided  for  in  account  No. 
197  on  such  warrants,  options,  and  other 
stock  rights  written  down  or  sold  or  dis¬ 
posed  of  otherwise. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 

(See  accounts  Nos.  196,  577,  and  memo¬ 
randum  record  No.  NA-10) 

708  Loss  on  assets  acquired  in  liquida¬ 
tion  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  loss  in  excess  of  that  provided  for  in 
account  No.  201  on  the  write-down  or 
sale  or  other  disposition  of  assets  ac¬ 
quired  in  liquidation  of  loans  (section 
305)  and  debt  securities  (section  304)  of 


small  business  concerns  carried  in  ac¬ 
count  No.  200. 

Debit:  (a)  With  amount  of  loss  in  ex¬ 
cess  of  that  provided  for  in  account  No. 
201  on  such  assets  written  down  or  sold 
or  disposed  of  otherwise. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 

(See  account  No.  578) 

709  Loss  on  other  assets. 

This  account  will  represent  the  amount 
of  loss  on  the  sale  or  other  disposition  of 
assets  not  specifically  provided  for  in 
other  accounts. 

Debit:  (a)  With  amount  of  loss  on 
such  assets  sold  or  disposed  of  otherwise. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary) . 

(See  account  No.  579) 

710  Expense  on  assets  acquired  in  liqui¬ 
dation  of  loans  and  debt  securities. 

This  account  will  represent  the  amount 
of  expense  incurred  during  the  month 
on  assets  acquired  in  liquidation  of  loans 
(section  305)  and  debt  securities  (sec¬ 
tion  304),  including  the  operation  and 
depreciation  of  properties,  carried  in  ac¬ 
count  No.  200.  The  account  also  will 
include  the  amount  of  interest  expense 
accrued  during  the  month  on  mortgages 
payable  on  assets  acquired  in  liquidation 
of  loans  and  debt  securities. 

Debit:  (a)  With  amount  of  such  ex¬ 
pense  incurred  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

Note:  In  Instances  when  a  liquidating 
agent  is  employed  to  supervise  the  disposi¬ 
tion  of  the  assets,  appropriate  subsidiary 
accounts  should  be  maintained  by  the  agent. 

Cash  collected  from  the  sale  of  assets  by 
the  liquidating  agent  should  be  remitted  im¬ 
mediately  to  the  company.  The  company 
should  maintain  a  local  depository  bank  ac¬ 
count,  in  which  all  receipts  of  the  agent  are 
deposited  when  direct  remittances  to  the 
company  are  not  feasible.  Deposit  balances 
in  this  account  Bhould  be  subject  to  with¬ 
drawal  by  check  only  by  the  company  and 
should  be  reflected  on  the  company’s  records 
in  the  same  manner  as  other  bank  accounts. 

Any  advances  to  a  liquidating  agent  for 
expenses  incident  to  the  operation  of  or  in 
the  disposition  of  assets  acquired  in  the 
liquidation  of  loans  and  debt  securities 
should  be  charged  to  account  No.  220 — Pre¬ 
paid  expenses  and  deferred  charges. 

715  Other  expenses. 

This  account  will  represent  the  amount 
of  nonoperating  expenses  not  specifical¬ 
ly  provided  for  in  other  accounts,  includ¬ 
ing,  on  the  books  of  the  “participating” 
company,  the  amount  of  compensation 
expense  during  the  month  for  financial 
services  received  from  “initiating”  com¬ 
panies  in  connection  with  participations 
purchased. 

Debit:  (a)  With  amount  of  such  ex¬ 
penses  incurred  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal  year, 
with  the  balance  of  account  (transfer 
to  profit  and  loss  summary) . 

(See  account  No.  340) 


720  Income  taxes — net  income. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  720.1,  720.2,  720.3, 
etc. 

720.1  Federal  income  taxes — net  in¬ 
come. 

This  account  will  represent  the  amount 
of  Federal  income  taxes  applicable  to  net 
income  for  the  current  fiscal  year. 

Debit:  (a)  With  amount  of  such  taxes 
accrued  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

(See  subaccount  No.  354.1) 

720.2  State  income  taxes — net  income. 

This  account  will  represent  the  amount 
of  State  income  taxes  applicable  to  net 
income  for  the  current  fiscal  year. 

Debit:  (a)  With  amount  of  such  taxes 
accrued  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  profit  and  loss  summary) . 

(See  subaccount  No.  354.2) 

722  Income  taxes — net  realized  gain  on 
investments. 

This  account  will  include  the  balances 
in  subaccounts  Nos.  722.1,  722.2,  722.3, 
etc. 

722.1  Federal  income  taxes — net  real¬ 
ized  gain  on  investments. 

This  account  will  represent  the  amount 
of  Federal  income  taxes  applicable  to 
net  realized  gain  on  investments  for  the 
current  fiscal  year. 

Debit:  (a)  With  amount  of  such  taxes 
accrued  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary). 

(See  subaccount  No.  354.1) 

722.2  State  income  taxes — net  realized 
gain  on  investments. 

This  account  will  represent  the  amount 
of  State  income  taxes  applicable  to  net 
realized  gain  on  investments  for  the  cur¬ 
rent  fiscal  year. 

Debit:  (a)  With  amount  of  such  taxes 
accrued  during  the  month. 

Credit:  (a)  At  the  end  of  the  fiscal 
year,  with  the  balance  of  account  (trans¬ 
fer  to  realized  gain  and  loss  summary) . 
(See  subaccount  No.  354.2) 

MEMORANDUM  RECORDS 
Nominal  Assets 

NA— 10  Stock  purchase  warrants  or  op¬ 
tions  on  stock  of  SBC’s. 

This  record  will  show  the  company’s 
ownership  of  detachable  stock  purchase 
warrants  or  options  on  stock  of  SBC’s, 
retained  after  the  accompanying  financ¬ 
ing  instruments  have  been  disposed  of, 
for  which  no  consideration  was  given  dis¬ 
tinct  from  that  surrendered  for  such  fl- 
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nancing  instruments  and  for  which  no 
separate  cost  has  otherwise  been  deter¬ 
mined. 

Each  such  detachable  stock  purchase 
warrant  or  option  certificate  should  be 
entered  in  this  record,  upon  detachment, 
at  a  nominal  value  of  one  dollar  ($1.00). 
Upon  sale  of  such  a  detached  stock  pur¬ 
chase  warrant  or  option,  upon  exercise  or 
expiration  of  rights  conveyed  by  such  a 
detached  stock  purchase  warrant  or  op¬ 
tion,  or  upon  the  determination  of  a  cost 
to  be  recorded  for  such  a  detached  stock 
purchase  warrant  or  option,  the  entry 
establishing  such  certificate  in  the  mem¬ 
orandum  records  is  to  be  discharged 
through  an  equivalent  credit. 

Debit:  (a)  With  nominal  value  of  such 
detachable  stock  purchase  warrants  or 
options  upon  their  detachment  from 
capital  stock  certificates  or  debt  securi¬ 
ties. 

Credit: 

(a)  With  nominal  value  of  such  de¬ 
tached  stock  purchase  warrants  or  op¬ 
tions  upon  exercise  or  expiration  of 
rights  conveyed  by  such  warrant  or  op¬ 
tion  certificates. 

(b)  With  nominal  value  of  such  de¬ 
tached  stock  purchase  warrants  or  op¬ 
tions  sold  or  disposed  of  otherwise. 

(c)  With  nominal  value  of  such  de¬ 
tached  stock  purchase  warrants  or  op¬ 
tions  for  which  a  separate  cost  has  been 
established. 

(See  accounts  Nos.  180, 190,  and  196) 


NA— 12  Undisbursed  commitment  from 
SBA. 

This  record  will  show  the  amount  of 
the  undisbursed  commitment  by  the 
Small  Business  Administration  to  provide 
capital  and  surplus  to  the  company,  aris¬ 
ing  from  SBA’s  purchase  of  subordinated 
debentures  issued  by  the  company.  When 
funds  are  received  against  commitments, 
appropriate  entry  will  be  made  in  this 
record. 

Contingent  Liabilities 
CL— 16  Commitments  outstanding. 

This  record  will  show  the  amount  of 
financing  commitments  made  and  out¬ 
standing  to  small  business  concerns,  in¬ 
cluding  commitments  for  loans  and  for 
the  acquisition  of  small  business  con¬ 
cerns’  capital  stock  and  debt  securities. 
This  record  also  will  show  the  amount  of 
deferred  participations.  A  deferred  par¬ 
ticipation  is  defined  as  a  commitment 
under  a  participation  agreement  where¬ 
by  the  “participating”  company  will 
make  funds  available  on  a  deferred 
basis  to  the  “initiating”  company  in 
connection  with  the  latter’s  financing 
of,  or  commitment  to  finance,  a  small 
business  concern,  or  in  connection  with 
an  “initiating”  small  business  invest¬ 
ment  company’s  acquisition  of  loans  or 
equity  securities  from  other  such  com¬ 
panies.  When  funds  are  advanced 
against  commitments,  appropriate  entry 
will  be  made  in  this  record. 


CL— 17  Other  contingent  liabilities. 

This  record  will  show  the  amount  of 
miscellaneous  contingent  obligations  not 
otherwise  classified. 

Options  on  Company’s  Stock 

OCS— 1  Options  on  company’s  stock. 

This  record  will  show  details  of  out¬ 
standing  options  on  the  company’s  capi¬ 
tal  stock  granted  in  lieu  of  salary  or  in 
payment  for  services  actually  rendered  to 
the  company.  The  following  data  will  be 
included: 

1.  Identification  of  person  or  entity  bold¬ 
ing  options. 

2.  Number  of  shares  optioned. 

3.  Type  and  class  of  stock  called  for  by 
options. 

4.  Dates  of  grant  and  of  expiration  of 
options. 

5.  Price  or  prices  at  which  options  exer¬ 
cisable,  with  dates  they  apply. 

6.  Fair  market  value,  per  share,  of  stock 
called  for  at  date  each  option  was  granted. 

7.  Price  of  each  option  as  percent  of  fair 
market  value  of  optioned  stock  at  date  option 
was  granted. 

8.  Provisions  for  termination  of  options  In 
case  of  death  or  retirement  of  optionees,  or 
other  circumstances. 

9.  Details  of  authorization,  shares  reserved 
for.  Issuance,  exercise,  lapse,  and  forfeiture 
of  options  provided  for  under  the  company’s 
stock  option  plan. 

[  Fit.  Doc.  65-13880;  Filed,  Dec.  29,  196S; 

8:45  a.m.) 


FEDERAL  REGISTER,  VOL.  30,  NO.  251— THURSDAY,  DECEMBER  30,  1965 


